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SALES OF COMMERCIAL LIFE INSURANCE ON 
MILITARY INSTALLATIONS 


THURSDAY, JULY 28, 1955 


Hlouse or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., with Hon. F. Edward Hébert, 
chairman, presiding and the following members present: Mr. Hess, 
Mr. Hardy, Mr. Gavin, Mr. Miller, Mr. Bates, and Mr. Short. 

Mr. Héserr. The committee will come to order. 

The Chair wishes to make an announcement at this time and ask 
the indulgence of you gentlemen who have come here. 

As you know, the House is driving for adjournment either this week- 
end or in the middle of next week—and under that procedure the 
House is meeting at 10 o’clock, every morning, on to the night. It will 
be necessary from time to time during these 2 days of hearings for the 
committee to recess in order to answer rollealls. 

To you gentlemen who are not familiar with Washington or Capitol 
Hill, the 3 bells which you just heard are 3 bells for a quorum call. 
That means the committee must recess and leave to answer the quorum 
sall, and after answering the call, we will return and sit until the bell 
rings again. There will probably be 3 or 4, and maybe 5 rollealls to- 
day. We know it is an inconvenience to you, but we ask that you bear 
with us in this connection. 

Now, before recessing the committee, the Chair wishes to make a 
statement in connection with the hearings this morning, in order that 
we will have that behind us when we do return. 

The Investigating Subcommittee of the Committee on Armed 
Services for the 83d Congress submitted a report on January 3, 1955, 
concerning the sale of commercial life insurance in Europe under 
license of the United States Army. This was the same committee that 
was under the chairmanship of Mr. Hess of Ohio, who sits at my left. 
That report contained the recommendation that the 84th Congress con- 
tinue to investigate all facts of this subject. From that report and sub- 
sequent inquiry into the matter, the subcommittee felt that public 
hearings were necessary. We have this morning military and civilian 
witnesses. The Department of Defense will speak for the armed serv- 
ices. We will also have life insurance associations whose membership 
as far as we are able to ascertain includes most, if not all, of the life 
insurance companies doing business in the United States, and finally 
we will have representation of the State Insurance Commissioners 
Association. We have asked them to confine their discussions to the 
following areas: 
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1. The qualifications of agents and companies soliciting commercial 
life insurance sales on military reservations. — 

2. The minimum requirements for licensing of agents and com- 
panies. " 

3. The use of Government allotments in the payment of commercial 
life insurance premiums. 

4. Whether ihe requirements for licensing commercial life insurance 
companies on military reservations should include provisions by policy 
contract for venue and service of process in the State of residence of 
the insured. 

Within these areas, we would like the discussion subdivided into (1) 
sales in continental limits of the United States and (2) sales on over- 
seas installations. 

Now, continuing the procedure, when we return, our colleague from 
Texas, Hon. Charles E. Teague, has asked—rather from California. 

Mr. Miuier. Mr. Teague is here now. 

Mr. Teague of California. Are you ready, sir, to hear me 

Mr. Hézert. No. I want to finish the statement. 

Mr. Teague of California. All right. 

Mr. Hé&eerr. I am just presenting the order of witnesses. After we 
hear from Mr. Teague of California, the order will be as follows: 
Then we will hear from the Department of Defense, the spokesmen 
for the Department of Defense; then the Life Insurance Association 
of America; the American Life Convention; the National Association 
of Life Commissioners; the National Association of Life Under- 
writers; the National Association of Life Companies, and representa- 
tives of individual life insurance companies. Then all who have filed 
their statements, in compliance with the rules of the committee, will 
then be heard. 

Following these formal presentations of the witnesses, if anybody 
else desires to be heard, I suggest that they contact Mr. Courtney, the 
chief council for the committee, and arrangements will be made to 
hear them. 

I wanted to impress that we want to get all information on this 
subject. We want to find everything we can about this most import- 
ant subject. There are differences of opinion and different thoughts 
on the subject. The committee is interested in only one thing, and 
that is the protection of the man in uniform as far as the sale of life 
insurance is concerned in this particular inquiry. We have no con- 
cern with the private operations of any insurance company or com- 
panies. Our only concern is the man in uniform. That is our only 
cognizance. 

So with those preliminary remarks and an outline of procedure for 
the next 2 days, the committee will now stand in recess until return 
from the rolleall in about 15 minutes. 

( Recess. ) 

. Mr. H&éserr. The committee will come to order. 

Mr. Courtney. Mr. Du Flon. 

Mr. Hever. I may explain, the reason we are changing the order 
of witnesses is that Mr. Teague has not returned, and when Mr. 
Teague does return, wt will ask the witness to complete his statement 
before the examination and allow Mr. Teague to take the stand. 
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Mr. Courtney. Mr. Du Flon, if you have any of your people from 
the Defense Department who might be called upon or who you wish 
to have assist you, please have them come forward and sit alongside 
you. 

Mr. Du Fion. I would like to have Mr. Walter of our Interservice 
Committee, and Mr. Hysmith of the Air Force, and the Assistant Gen- 
eral Counsel of Defense, Mr. Jackson. 

Mr. Courrney. Very good. If you gentlemen will come forward 
and identify yourselves to the reporter. 

Mr. Du Fion. Colonel Spiedel, would you ask Judge Jackson to 
come, please? I believe he is down with the Armed Services Com- 
mittee. 

Mr. Courtney. Now, gentlemen, if you will repeat your names loud 
enough for the members of the audience as well as the committee to 
hear, it will help them in following the proceedings. 

Mr. Du Fion. My name is Henry A. Du Flon, Deputy Assistant 
Secretary of Defense for Manpower and Personnel. 

Mr. Courtrnry. And? 

Mr. Watrer. Mr. R. L. Walter, Department of the Army. 

Mr. Courtney. The next gentleman, please ? 

Mr. Hysmiru. Logan E. Hysmith. 

Mr. Courtney. And your official position ? 

Mr. Hysmiru. I am in the Air Force, with the Air Force. 

Mr. Courtnry. Department of the Air Force. 

Mr. Jackson ¢ 

Mr. Jackson. My name is Stephen S. Jackson. I am Assistant 
General Counsel, Office of the Secretary of Defense. 

Mr. Courrney. Now, Mr. Chairman, Mr. Du Flon is ready to 
proceed. 

Mr. Héserr. Mr. Secretary, just for my own personal information, 
did you replace Dr. Hannah? ‘That is the same position you are now 
occupying ¢ 

Mr. Du Fuion. No, sir; I am deputy to Mr. Carter Burgess, who 
replaced Dr. Hannah. 

Mr. Courrney. Here is Mr. Teague. 

Mr. Hess. Mr. Teague is here. 

Mr. Heésertr. Could you please stand aside ? 

Mr. Courtney. Could you stand aside just a moment? 

Mr. H&éserr. Mr. Teague. 

Mr. Courtney. Would you like to sit down there? 

Mr. Tracur of California. Thank you very much. I am sorry to 
be late. Iama little further down in the alphabet. 

Are you ready to proceed, Mr. Chairman / 

Mr. Héserr. Yes. Give your name to the reporter. Just identify 
yourself for the reporter. Of course, we know you. 


TESTIMONY OF THE HONORABLE CHARLES M. TEAGUE, OF 
CALIFORNIA 


Mr. Tracur. Yes; I shall. I am Congressman Charles M. Teague, 
representing the 13th District of California. 

Iam appearing here at the request of and on behalf of the Monterey 
Bay Life Underwriters’ Association. I have quite a lengthy letter 
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from that association, which I will not read in its entirety, but I do 
request the permission of the chairman to offer it into evidence as 
part of the record. 

Mr. Hézerr. Without objection it will be put in the record in 
connection with your testimony. 

Mr. Treacur. Thank you, Mr. Chairman. 

I would like to read a portion of the letter, however, inasmuch as 
1 think it states the position of this group extremely well. 

It has to do with the subject: The Use of Government. Allotments 
for the Payment of Commercial Life-Insurance Premiums. 
[ Reading : | 


We vehemently disagree with the recommendations reported in the Army, 
Navy, Air Force Journal of June 18, 1955, as having been made by Gen. Anthony 
C. McAuliffe to the effect that “no serviceman be permitted to make military 
allotments to pay for commercial life insurance which has been in effect for 
less than 1 year.” 

On the Monterey Peninsula is located what we understand to be the largest 
concentration of military personnel anywhere outside of Washington, D. C. 
As you know, we have here Fort Ord, the Army Language School at the Presidio 
of Monterey, the United States Naval Postgraduate Engineering School, the 
United States naval auxiliary air station, and several small units of the United 
States Coast Guard. 

In the Monterey Bay Life Underwriters’ Association we have a number of 
licensed underwriters who, along with the other members, subscribe to the 
code of ethics and who provide a high degree of insurance service to the local 
military residents of this area. We are proud of our reputations among the 
military personnel and we have never had anything but praise for our efforts 
from the governing authorities of the local military installations. 

It is our considered opinion that, if the other points of licensing and super- 
vision are covered, there is no need for any change in the present allotment 
setup. 

Furthermore, we feel that such a restriction would be grossly unfair to the 
legitimate companies and agents who comply, not only with the letter, but also 
with the spirit of regulations designed to protect the serviceman. 

Because of the frequent changing of the addresses of military personnel, it 
is next to impossible for companies to reach them promptly with month notices, 
so please consider the hardships imposed upon them by any attempt to handle 
their business on a regular monthly basis as can be so efficiently done for civilians. 

Improper service would inevitably result in many undesired lapses, with their 
consequent losses in family protection and investment programs. Then try to 
imagine the complication of reinstatement when the serviceman may be serving 
in Korea or some other remote area. The serviceman could avoid this, to a 
degree, by paying his premiums annually, but the great majority simply could 
not afford to do this, as we have found out so many times in the past years. 

Recognizing the importance of the allotment method of paying commercial 
life-insurance premiums, many companies quote as low as one-twelfth of the 
annual premium on a monthly allotment basis, which represents a saving to 
the serviceman of about 6 percent over the regular monthly rates. A great 
many companies, while not quoting quite that great a differential, still do quote 
rates considerably below their regular monthly rates when premiums are paid 
by allotment. These savings are made possible by the companies’ savings in 
clerical help, of course. 

In order to be as fair and unbiased as possible we have made contact with a 
large number of military careerists for their views on the subject. Without 
exception, they feel that restricting their allotment privilege would be, as they 
put it, another example of “hacking away at our benefits.” 

Lastly, we do not feel that we have to make a case for life insurance, but we 
do feel that it may not be generally understood that it is very difficult for a 
transient population, such as our military friends, to take advantage of the 
usual investment opportunities available to the rest of us. Life insurance, then, 
represents, in many, many cases, the entire financial security program of the 
career serviceman. He tells us regularly and often that he finds he simply 
cannot save money except by putting it into life insurance and having the 
premiums deducted from his pay and forwarded direct to the various companies. 
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We feel that these people are doing an important and vital job for us all and 
that we owe them the consideration, at least, to recognize their unique situa- 
tion and help them all we can to reach their modest financial goals. 

Our files are full of letters of appreciation for the job we have done in helping 
them coordinate their service benefits with a sound life-insurance program, and 
this, undoubtedly, goes for many another sound life-insurance man who is 
doing the kind of job he would want done for him under similar circumstances, 


As you know the letter was addressed to me. 
(The letter is as follows:) 
JULY 21, 1955. 
Hon. CHARLES M. TEAGUE, 
Member of Congress, 
House of Representatives, Washington 25, D. C. 

DEAR CONGRESSMAN TEAGUE: Your referring my correspondence to Congress- 
man F. Edward Hébert, chairman of the Subcommittee for Special Investiga- 
tions, Committee on Armed Services, and his prompt and courteous replies, as 
well as your considerate transmittal of those replies, are more appreciated. 

Since writing you on my own letterhead, I find that the Monterey Bay Life 
Underwriters Association (two rosters of which are enclosed) has become 
vitally interested in the hearings to be held by Mr. Hébert’s subcommittee at 
10 a. m. on July 28 in room 304, House Office Building. The association has 
appointed me as chairman of our committee on affairs of veterans and service- 
men. Members are: Albert F. Randeolph of Penn Mutual Life Insurance Co. 
and Brig. Gen. Hammond D. Birks of Acacia Mutual Life Insurance Co., the 
latter gentleman now being retired, of course. 

We have been directed by our new president, Bernard P. Holmes, of State 
Farm Life Insurance Co., to state the position of our association on each of the 
four points on which Mr. Hébert’s subcommittee will make inquiry, and to 
request you to make every effort on our behalf to see that our viewpoint receives 
due consideration at the hearings. 

We feel that the importance of this matter can hardly be overstated, since the 
proposed restriction on the use of allotments to pay life-insurance premiums is 
an unfair and unnecessary slap at the reputable companies and reputable agents, 
as well as a distinct hardship on the career-service people who are not in a 
position to depend upon the available means of servicing their insurance ac- 
counts in a comparable manner to the way civilian accounts may be serviced. 

We recognize, of course, the continuing need for economy in all phases of 
Government activities and we deplore the questionable activities of some few 
companies and agents who deal primarily with trainees and servicemen in the 
lower ranks; but we cannot see the necessity of penalizing everybody through 
restriction of the use of the allotment privilege to correct the abuses which 
apply only to the limited groups previously mentioned. We further believe 
that proper licensing controls as set forth in the Army, Navy, Air Force Journal 
article previously mailed to you (June 8, 1955) would go a long way toward 
correcting whatever abuses may have brought about the hearings. 

Our position on each of the four points enumerated in Mr. Hébert’s letter 
to you on July 13 is stated below: 

1. The qualifications of agents and companies soliciting commercial life-insur- 
ance sales on military reservations. 

We heartily concur with the recommendation reported in the Army, Navy, Air- 
Force Journal of June 18, 1955, which states that “no agent be permitted to sell 
insurance to servicemen unless he has passed a qualification test of at least 1 
year in 1 of the 48 States.” 

To this recommendation we would like to add one of our own, viz, that no 
agent be permitted to sell insurance to servicemen who is not a member of the 
Life Underwriters’ Association and who does not fully subscribe to the code 
of ethics as set forth by the National Association of Life Underwriters. This 
code is reproduced on the inside back cover of the enclosed roster of members of 
the Monterey Bay Life Underwriters’ Association. 

In case of abuse by an individual agent, membership could be suspended and 
loss of the privilege of doing business at the local military installations would 
automatically follow. 

We believe that all companies doing business on military installations should 
be required to accept full responsibility for the actions of its agents and to 
restrict them immediately upon complaint by the military authorities through 
the local underwriters association. By making this action drastic and rapid, 
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agents who might be tempted to step out of line would think twice before risking 
such suspension which could only be lifted by the combined action of the military 
authorities and the local association. 

2. The minimum requirements for licensing of agents and companies. 

We further concur heartily with the recommendation quoted in the publica- 
tion quoted previously that “no company be permitted to sell insurance on a 
military reservation located within the continental United States or the Ter- 
ritories unless both the company and the agent are licensed by the insurance 
department of that State or Territory, regardless of whether or not the mili- 
tary reservation is under the exclusive jurisdiction of the Federal Government.” 

3. The use of Government allotments for the payment of commercial life- 
insurance premiums. 

We vehemently disagree with the recommendations reported in the Army, 
Navy, Air Force Journal of June 18, 1955, as having been made by Gen. Anthony 
C. McAuliffe to the effect that “no serviceman be permitted to make military 
allotments to pay for commercial life insurance which has been in effect for 
less than 1 year.” 

On the Monterey Peninsula is located what we understand to be the largest 
concentration of military personnel anywhere outside of Washington, D. C. As 
you know, we have here Fort Ord, the Army language school at the Presidio 
of Monterey, the United States naval postgraduate engineering school, the 
United States naval auxiliary air station, and several small units of the United 
States Coast Guard. 

In the Monterey Bay Life Underwriters’ Association we have a number of 
licensed underwriters who, along with the other members, subscribe to the code 
of ethics and who provide a high degree of insurance service to the local mili- 
tary residents of this area. We are proud of our reputations among the mili- 
tary personnel and we have never had anything but praise for our efforts from 
the governing authorities of the local military installations. 

It is our considered opinion that, if the other points of licensing and super- 
vision are covered, there is no need for any change in the present allotment 
setup. 

Furthermore, we feel that such a restriction would be grossly unfair to the 
legitimate companies and agents who comply, not only with the letter, but also 
with the spirit of regulations designed to protect the serviceman. 

Because of the frequent changing of the addresses of military personnel, it 
is next to impossible for companies to reach them promptly with monthly notices, 
so please consider the hardships imposed upon them by any attempt to handle 
their business on a regular monthly basis as can be so efficiently done for 
civilians. 

Improper service would inevitably result in many undesired lapses, with their 
consequent losses in family protection and investment programs. ‘Then try to 
imagine the complication of reinstatement when the serviceman may be serving 
in Korea or some other remote area. The serviceman could avoid this, to a 
degree, by paying his premiums annually, but the great majority simply could 
not afford to do this, as we have found out so many times in the past years. 

Recognizing the importance of the allotment method of paying commercial 
life-insurance premiums, many companies quote as low as one-twelfth of the 
annual premium on a monthly allotment basis, which represents a saving to 
the serviceman of about 6 percent over the regular monthly rates. 

A great many companies, while not quoting quite that great a differential, still 
do quote rates considerably below their regular monthly rates when premiums 
are paid by allotment. These savings are made possible by the companies’ sav- 
ings in clerical help, of course. 

In order to be as fair and unbiased as possible we have made contact with 
a large number of military careerists for their views on the subject. Without 
exception, they feel that restricting their allotment privilege would be, as they 
put it, another example of “hacking away at our benefits.” 

Lastly, we do not feel that we have to make a case for life insurance, but we 
do feel that it may not be generally understood that it is very difficult for a tran- 
sient population, such as our military friends, to take advantage of the usual 
investment opportunities available to the rest of us. 

Life insurance, then, represents, in many, many cases, the entire financial 
security program of the career serviceman. He tells us regularly and often 
that he finds he simply cannot save money except by putting it into life insur- 
ance and having the premiums deducted from his pay and forwarded direct to the 
various companies. 
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We feel that these people are doing an important and vital job for us all and 
that we owe them the consideration, at least, to recognize their unique situation 
and help them all we can to reach their modest financial goals. 

Onr files are full of letters of appreciation for the job we have done in helping 
them coordinate their service benefits with a sound life-insurance program, and 
this, undoubted!y, goes for many another sound life-insurance man who is doing 
the kind of job he would want done for him under similar circumstances. 

4. Whether the requirements for licensing commercial life-insurance companies 
on military reservations should include provisions by policy contract for venue 


and service or process in the State of residence of the insured. 


We have no recommendation on the above as we do not know what is behind 
this recommendation and do not consider ourselves qualified to comment. 

Your cooperation, especially on the matter of the retricting of the allotment 
privilege, will be most appreciated. 

Yours sincerely, 
KENNETH B. Ray, Chairman. 

Mr. Heperr. Of course, General McAuliffe’s directive was not ex- 
tended to the continental United States. It referred only to the 
Kuropean theater. However, the committee has under consideration 
the allotment system both in the E Juropean theater and the continental 
United States. 

Mr. Hess. May I ask a question ? 

Mr. Hépserr. Mr. Hess. 

Mr. Hess. Mr. Teague, who sent you this letter / 

Mr. Traaue of California. The president and secretary of the Mon- 
terey Bay Life Insurance Association. It is signed by Kenneth B. 
Ray. 

Mr. Hess. What is that association, do you happen to know? 

Mr. Treacue of California. Well, I have a list here, a roster of mem- 
bership. It includes apparently most of the men who are in the life- 
insurance business in the portion of Monterey County, Calif., in which 
so many of these military installations are located, including Fort Ord. 

Mr. Hess. Do you know how long they have been in business ? 

Mr. Tracur of California. Well, as an association, as such, I don’t 
know. Monterey Bay Life Underwriters Association is affiliated with 
the National Association of Life Underwriters and the California 
State Association of Life Underwriters, Inc. 

Mr. Hess. They just came into existence since Fort Ord was located 
there # 

Mr. Tracue of California. I can’t answer that, Mr. Hess. 

Mr. Hess. All right. 

Mr. Treacur of California. I do know—in looking through this list. 
I recognize some of these names as certainly being people of promi- 
nence and good standing in the community. 

Mr. Hess. All right. 

Mr. Teague of California. I am convinced it is an entirely legiti- 
mate and proper association. 

Mr. Heéperr. Mr. Miller. 

Mr. Miuier. I would say it is located almost since Fort Ord, because 
Ford Ord came into being just about at the outbreak of the war. 

Mr. Hess. Yes. 

Mr. Miuter. And it was at that time there was a great set-up in 
military personnel in that area. Up to that time it had always been 
a National Guard camp, and other things. But it was not until the 
war. But Fort Ord is one of the older war establishments on the 
coast. 
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Mr. Hess. Of course what I am driving at is to find out whether 
this organization is similar to the organization that existed in the 
European Command. 

Mr. Mitzer. I have no knowledge. I would say offhand from 
knowledge of the country that it is not, that it is a legitimate organi- 
zation. 


Mr. Tracve of California. I think it is an organization of people 


engaged in the life-insurance business in that area for not only this. 


purpose but for general improvement of conditions in the life-insur- 
ance business. 

Mr. Heéserr. Mr. Teague, would you say it is constituted of old- 
line or well-established insurance companies. 

Mr. Tracue of California. I would say so. Just let me—just at 
random here, I see 

Mr. Héperr. You know the insurance companies in that area. 

Mr. Tracue of California. I see Prudential Insurance, Connecticut 
General Life Insurance, New England Mutual 

Mr. Heéverr. That is all right. 

Mr. Kunwn. Mr. Teague, it is an association of agents as opposed 
to companies? 

Mr. Tracue of California. Yes. 

Mr. Kunyn. And they are affiliated with the National Association of 
Life Underwriters ? 


Mr. Treacue of California. And the California State Association of 
Life Underwriters. 


Mr. Kuun. We have the National Association of Life Underwriters 
here today. 

Mr. Heserrt. All right. 

Mr. Courrney. Mr. Chairman, just one question. 

Mr. Teague, I take it that these people make a distinction between 
sales in continental United States and sales, problems posed by sales 
in the overseas installations? 

Mr. Tracur of California. Yes. Undoubtedly they do, because 
these people are engaged in sales only in continental United States. 
But they of course, are anxious that the allotment continue after the 
serviceman has gone overseas, if the sale was made in this country. 

Mr. Mitzer. May I say, Mr. Chairman, that there seems to be some 
apprehension among the recognized life underwriters who are doing 
business around these camps in California, a couple of them in my 
district, and I have communications—I think I showed you some of 
them. I think perhaps word has gotten out that we are going to 
abolish all forms of allotment and everything else, and it comes from 
a little misunderstanding of our position right now. 

Mr. Hess. Because of General McAuliffe’s statement. 

Mr. Miniter. Yes. 

Mr. Héserr. I think much of this inquiry has been misrepresented 
in certain areas. But the chairman wants to reassure all insurance 
companies that anybody who is doing a legitimate business has abso- 
lutely nothing to fear from this committee. 

Mr. Tracur of California. Thank you, Mr. Chairman. 

Mr. Heserr. Thank you very much, Mr. Teague. We are very 
pleased to have you. 

Mr. Tracve of California. I would like also, if I may, to leave with 
the committee—I find I have an extra roster of membership ox this 
Monterey Bay Life Underwriters Association. 
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Mr. Héverr. You may leave that for the record. 
Mr. Tracvr of California. Thank you, sir. 
(The roster follows :) 


MONTEREY BAY LIFE UNDERWRITERS’ ASSOCIATION 
First Roster oF MEMBERSHIP, May 1955 
OBJECTIVES OF THE MONTEREY BAY LIFE UNDERWRITERS’ ASSOCIATION, INC. 


To support and maintain the principle of legal reserve life insurance. 

To advance public knowledge of legal reserve life insurance and its uses. 

To promote the adoption and application of higher standards of ethical conducc 
in the profession of life underwriting and the business of life insurance. 

To increase the knowledge of agents concerning legal reserve life insurance, its 
uses, and its sale. 

To provide through this association for rendering community service. 

To create and maintain a sound public opinion, to promote cooperation and good 
will, and in all other ways to promote the best interest of legal reserve life 
insurance. 

OFFICERS 
Roy A. Burgess, president 
Kenneth B. Ray, vice president 
Edwin Bliss, secretary 
George McNeal, treasurer 
DIRECTORS 


Thomas G. DeLay John J. Mahoney 
Eddie Espitallie Albert F. Randolph 
Bernard P. Holmes Alan C. Wigham 


Monterey Bay Life Underwriters’ Association—affiliated with the National 
Associaion of Life Underwriters and California State Association of Life 
Underwriters, Inc. 


MONTEREY Bay Lire UNDERWRITERS’ ASSOCIATION ROSTER OF MEMBERSHIP, 1955 


Aquino, Gregorio C., Jr., Salinas 4707, West Coast Life Insurance Co., Post Office 
30x 1348, Salinas, Calif. 

Armor, Howell, Carmel 7—-4214, Business Men’s Assurance Co., Route 1, Box 479, 
Carmel, Calif. 

Barney, R. R., Salinas 2-1496, Equitable Life Assurance Society, Post Office 
Box 358, Salinas, Calif. 

Birks, Hammond D., Carmel 7—8702, Acacia Mutual Life Insurance Co., 510 Hart- 
nell, Monterey, Calif. 

Bliss, Edwin, Monterey 5—7070, Business Men’s Assurance Co., 75 Via Compana, 
Monterey, Calif. 

Branson, Willard, Salinas 2—5328, Prudential Insurance Co., 513 South Main, 
Salinas, Calif. 

Burgess, Roy A., Salinas 2-3927, New England Mutual Life Insurance, Co., Post 
Office Box 1168, Salinas, Calif 

Butler, Charles C., Salinas 6298, State Farm Life Insurance Co., 908 Park Row, 
Salinas, Calif. 

Caruso, Joseph J., Monterey 2-8181, Metropolitan Life Insurance Co., 700 Cass 
Street, Monterey, Calif. 

Cope, Thomas K., Salinas 6298, State Farm Life Insurance Co., 908 Park Row, 
Salinas, Calif. 

De Bord, Philip M., Monterey 2—-8181, Metropolitan Life Insurance Co., Post 
Office Box 602, Monterey, Calif. 

De Lay, Thomas G., Monterey 5-3575, West Coast Life Insurance Co., Post 
Office Box 47, Monterey, Calif. 

Edmonds, Alfred J., Salinas 2—5982, Ohio State Life Insurance Co., 66 San 
Benancio Canyon, Salinas, Calif. 

Espitallier, Eddie F., Salinas 2-6373, Lincoln National Life Insurance Co., 109 
Bast Alisal Street, Salinas, Calif. 

Faler, Edwin L., Monterey 2—-8655, New York Life Insurance Co., 136 El Dorado 

Street, Monterey, Calif. 
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Giaccone, Anthony M., Salinas 2-6015, Canada Life Assurance Co., 23 East 
Alisal Street, § Salinas, Calif. 

Hall, Robert “+ Santa Cruz Gr 5-4656, Prudential Insurance Co., Post Office 
30x 451, Santa Cruz, Calif. 

Holmes, Bernard P., Hollister 265, State Farm Life Insurance Co., Post Office 
Box 422, Hollister, Calif. 

Johnson, H. A., Santa Cruz GA 3-5216, Occidental Life Insurance Co., 704 
Columbia Street, Santa Cruz, Calif. 

Johnston, Jerry M., Monterey 2-1166, Prudential Insurance Co., 591 Pine Avenue, 
Pacific Grove, Calif. 

Keeley, C. Warner, Monterey 2-0954, Connecticut General Life Insurance Co., 
462 Jefferson, Monterey, Calif. 

Kitchin, Julian, Santa Cruz GA 3-5600, New England Mutual Life Insurance 
Co., Box Q, Aptos, Calif. 

Lamar, Donald R., Salinas 2-1521, Washington National Insurance Co., 839 
Capistrano Drive, Salinas, Calif. 

Lathos, Thomas R., Salinas 2-5328, Prudential Insurance Co., 513 South Main 
Salinas, Calif. 

Lemmon, Robert G., Santa Cruz GA 3-9487, State Farm Life Insurance Co., 712 
California Street, Santa Cruz, Calif. 

Lewis, Chester V., Carmel 7-7484, Franklin Life Insurance Co., Post Office 
Bex 2231, Carmel, Calif. 

Lund, M. R., Santa Cruz GA 3—9487, State Farm Life Insurance Co., 817 Soquel 
Avenue, Santa Cruz, Calif. 

Mahoney, John J., Monterey 2-8593, Franklin Life Insurance Co., 633 Abrego 
Street, Monterey, Calif. 

Murks, Jerry, Watsonville 46473, State Farm Life Insurance, Co., 416 East 
Lake, Watsonville, Calif. 

Martin, David J., Salinas 2-4557, New York Life Insurance Co., Post Office Box 
1104, Salinas, Calif. 

McKeon, Michael T., Salinas 2-3533, Equitable Life Assurance Society, 10 Fourth 
Street, Salinas, Calif. 

McNeal, George H., Monterey 2—4573, Equitable Life Assurance Society, 105 
Pearl Avenue, Monterey, Calif. 

May, Thomas E., Jr., Carmel 7-4098, New York Life Insurance Co., Post Office 
Box 715, Carmel, Calif. 

Merrill, Walter G., Santa Cruz GA 3-0901, Jefferson Standard Life Insurance 
Co., 404 Prospect Heights, Santa Cruz, Calif. 

Mintz, Edward J., Salinas 9458, New York Life Insurance Co., Salinas National 
Bank Building, Salinas, Calif. 

Napier, Arthur M., Monterey 5—4888, Business Men’s Assurance Co., Post Office 
Box 423. Pacific Grove, Calif. 

Oka, Kaz, Monterey 2—7687, Western Life Insurance Co., 487 Martin Street, 
Monterey, Calif. 

Pierson, Bernard A., Salinas 2- 5552, Mutual Life Insurance Co. of New York. 934 
South Park Row, Salinas, Calif. 

Northrup, George R., Salinas 5123, American National Life Insurance Co., Post 
Office Box 16, Salinas, Calif. 

Randolph, Albert F., Monterey 2-4460, Penn Mutual Life Insurance Co., Post 
Otlice Box 447, Monterey, Calif. 

Ray, Kenneth B., Monterey 2—-7531, Western Life Insurance Co., 509 Professional 
Building, Monterey, Calif. 

Ruble, Allen N., Monterey 2—8006, State Farm Life Insurance Co., 724 Munras, 
Monterey, Calif. 

Russo, Shedo 8., sanmeengg. 4 2-4472, Lincoln National Life Insurance Co., 457 
Clay Street, Monterey, Calif. 

Savert, Herman J., Salinas 6298, State Farm Life Insurance Co., 908 Park 
Row, Salinas, Calif. 

Shaw, Maurice M., Monterey 2-7331, Western Life Insurance Co., 509 Pro- 
fessional Building, Monterey, Calif. 

Small, Mrs. Helen a Carmel 77-6417, New York Life Insurance Co., Route 2, 
Box 83, Carmel, Calif. 

Speakman, James, Monterey 2—8006, State Farm Life Insurance Co., 724 Munras, 
Monterey, Calif. 

Stewart, Kenneth M., Santa Cruz GA 3-9487, wake Farm Life Insurance Co., 
519 Del Monte, Capitola, Calif. 
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Theis, Raymond J., Salinas 2-6355, Metropolitan Life Insurance Co., Post 
Office Box 671, Salinas, Calif. 

Wigham, Alan C., Monterey 2-8181, Metropolitan Life Insurance Co., 700 Cass 
Street, Monterey, Calif. 


CODE OF ETHICS SUBSCRIBED TO BY OUR MEMBERS 


I believe that it is my responsibility : 

To hold my business in high esteem and honor its prestige. 

To keep my clients’ needs always uppermost. 

To respect my clients’ confidence and hold in trust personal information. 

To render continuous service to my clients and their beneficiaries. 

To use all proper methods in enthusiastically persuading clients to protect in- 
surable needs. 

To present accurately and completely every fact essential to my clients’ deci- 
sions. 

To develop my ability and improve my knowledge through constant study. 

To work consistently and according to a program and to devote myself exclu- 
sively to this business, as a career. 

To be fair in my relations with colleagues and competitors, always placing the 
clients’ interest first. 

To understand insurance laws and regulations and to observe them in letter 
and in spirit. 

To endeavor to submit only the applications of persons conforming to the physi- 
cal, moral, and financial requirements of my company. 

To be loyal to my associates, my agency, and My Company. 

Mr. Heperr. Now, Mr. Secretary. 

Mr. Courrney. Mr. Du Flon and Mr. Jackson. 

Mr. Chairman, before we proceed, could we inquire how long Mr. 
Du Flon has been in the Department of Defense and how long he has 
had cognizance of this subject of licensing of insurance companies? 

Mr. Du Fron. I have been in the Department of Defense since 
February 1, i955, and I have had a deputy’s responsibility of course 
since that time over personnel policy doings, of which insurance is 
one of the segments. 

Mr. Courrney. Is one. Ave you familiar with the report that was 
published by the subcommittee on January 3, 1955, following a Euro- 
pean Inspection trip é 

Mr. Du Fion. Yes; [ have read both of the reports, of the previous 
Congress and the present Congress. 

Mr. Heserr. All right, proceed, Mr. Du Flon. 

Mr. Courrney. Proceed in your own way. 


STATEMENT AND TESTIMONY OF HENRY A. DU FLON, DEPUTY 
ASSISTANT SECRETARY OF DEFENSE FOR MANPOWER AND PER- 
SONNEL, ACCOMPANIED BY STEPHEN S. JACKSON, ASSISTANT 
GENERAL COUNSEL, OSD; R. L. WALTER, DEPARTMENT OF THE 
ARMY; LOGAN E. HYSMITH, DEPARTMENT OF THE AIR FORCE 


Mr. Du Fion. The Department of Defense welcomes this opportu- 
nity to appear before this committee to discuss the subject of com- 
mercial life insurance solicitation on military installations. 

I feel certain that the committee is familiar with the contents of the 
current Department of Defense directives on this subject, aid the 
implementing regulations published by the services. However, if 
the committee approves, I would like to cover some of the salient 
points in the DOD directives, and furnish background information 
as to their development. 
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In order to obtain more uniform policies among the services on the 
solicitation of commercial life insurance, the Personnel Policy Council 
of the Department of Defense, which preceded of course our Manpower 
and Personnel Division within the Department, was presented the 
problem late in 1948. A task force was formed consisting of repre- 
sentatives of the several services and the life insurance industry. The 
results of their efforts were the promulgation of regulations as 
uniform as the somewhat different needs of the services made practi- 
cable. As a result of experience gained in our monitoring of the 
program, it became apparent that this method of control had reduced 
but not entirely eliminated the problem areas. Consequently, a further 
study was made, which culminated in the issuance of DOD Directive 
1344.1, Subject: Solicitation of Commercial Life Insurance on Mili- 
tary Installations, dated December 19, 1951. 

This directive was couched in broad terms and was regulatory in 
nature. It recognized the principle that the activities of dealers and 
tradesmen or their agents on military installations was the responsi- 
bility of the local commander. It outlined certain minimum controls 
which the commander must observe in permitting solicitation of life 
insurance. Some of the restrictions imposed were prohibition of 
solicitation of recruits and trainees, at formations or while members 
of a captive audience, and at recruiting stations and ports of embarka- 
tion. The directive authorized the barring of agents from military 
installations for unethical and fraudulent practices and for violation 
of local military regulations. In addition, the use of overprinted 
allotment forms by insurance companies was prohibited. This had 
the effect of causing the service member to make his own application 
for an allotment, and assured the proper flow of allotment authoriza- 
tions through prescribed channels. 

It was at that point that the counseling began. There was some 
counseling at this point due to the changes in the allotment situation. 

Shortly after the issuance of the directive, complaints and sug- 
gestions were received from many sources both within and outside 
the military. In general, these complaints were to the effect that 
the directive did not prohibit sale of policies issued by companies 
which our complainants termed fly-by-night companies, that the 
directive was not being enforced, and that there was no restriction 
on the type of policy that could be sold. Other complaints were the 
inclusion of war clauses, aviation exclusion riders, and geographic 
limitations in policies sold and that personnel were being sold policies 
which had little or no insurance coverage. 

These complaints stemmed from the fact that with the outbreak of 
hostilities in Korea most of the insurance companies saw fit to reimpose 
limitations in their policies as to coverage in case of deaths resulting 
from war, military flying, or while beyond the geographic limits of 
the United States or its Territories. Persons who were in the mili- 
tary service, enlistees and those about to be recalled or inducted 
found it practically impossible to buy life insurance. 

Recognizing what appeared to be a market of over 2 million po- 
tential policyholders, certain segments of the insurance industry and 
many newly formed companies were willing to issue enlisted members 
of the Armed Forces a policy of insurance which contained no war 
clauses, no aviation exclusion, and nv geographic limitations. They 
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offered for sale certain high priced insurance policies limited in both 
coverage and amount with their principal market being enlisted per- 
sonnel of the lower four grades. These policies were in amounts 
varying generally from $1,500 to $2,000 and at premium prices of 
from $7.50 to $10 per month depending upon the age group of the 
average young enlisted man. 

Before remedial action was taken by the Department of Defense, 
meetings were held with representatives of the National Association 
of Insurance Commissioners, National Association of Life Under- 
writers, Life Insurance Association of America, American Life Con- 
vention, and other associations and individuals representing the 
emaller companies. 

On May 27, 1953, instructions were issued augmenting the directive 
of December 19, 1951, and they are in effect today. These instructions 
were not perfect but from a practical standpoint were felt to be 
the best that could be devised under the circumstances and we feel 
have proven satisfactory. 

As an example, with respect to policies which may be offered for 
sale on military installations, these instructions: 

(a) Eliminate the coupon or so-called savings type of policy 
that provides little or no death benefits. 

(6) Require that policies provide for reserves equal to those 
aa by the commissioners reserve valuation method as recom- 
mended by the National Association of Life Insurance Com- 
missioners, and calculated according to the commissioners 1941 
standard ordinary table of mortality. 

(c) Require that reserves be computed at 314 percent interest. 
This is from one-half to 1 percent higher than the rate used by 
many companies who catered to military underwriting. 

(d) Make it mandator y that the existence of war and aviation 
exclusion or other restrictive clauses must be plainly indicated 
upon the face of the policy. 

(e) Require that companies selling participating policies 
clearly indicate that dividends are estimates and not guaranties. 

Recognizing that commanders of some units would not have avail- 
able to them the services of an experienced insurance officer, each agent 
is required to provide the applicant and the unit insurance officer with 
a signed statement showing the name of company and agent, the type 
of policy sold, the amount of insurance, the premium and death bene- 
fits; also, the guaranteed cash value, extended insurance and pure 
endowment at stated intervals during the life of the policy contract 
must be included. 

In addition all exclusions are required to be listed. This signed 
statement, placed in the hands of both the insurance officer and the 
applicant is designed to serve as a deterrent to fraudulent representa- 
tions and unethical practices. 

That signed statement was called for by the 1955 directive and is 
spelled out. 

As a further precaution, before an agent is permitted to solicit on 
base, he is required to submit to the installation commander a notarized 
statement by the president or vice president of his company which 
names the agent, -lists the policies to be offered for sale, their form 
numbers and a statement that such policies are in conformity with 
the standards established by the 1953 DOD memorandum. 
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That, too, was called for by the 1953 memorandum. 

The Department of Defense has established an interservice com- 
mittee with the mission of determining the adequacy and effectiveness 
of current regulations. The study includes a worldwide survey re- 
questing comments from field commanders. It actually went out to 
some 60 different installations. This survey requested specific com- 
ment as to— 

(a) The adequacy of existing regulations. 

(b) Problems encountered by the commands in implementing the regulations. 

(c) Suggested changes. 

(d) Suggested procedures to eliminate instances of unethical practices and 
misrepresentiution, particularly among enlisted men. 


I would like to make a few remarks concerning the survey and then 
if it is the committee’s desire, I will ask Mr. Walter to later amplify 
those remarks and give a breakdown of our survey to date. 

Mr. Hess. When was the survey made? 

Mr. Du Fron. It was started this spring, sir, this April. 

The major commands, with very few exceptions, state they believe 
the regulations are adequate. 

This compilation includes certain recommendations that are capable 
of implementation by the Department of Defense, and these recom- 
mendations, together with the remarks received from those commands 
which feel our regulations are not adequate, are currently under con- 
sideration by the committee. 

Not included in this compilation are changes an suggestions that 
could be effected at local levels, without referral to the Department of 
Defense. 

I might state at this point that we do not feel that any legislation is 
required at this time, and we feel that the problems as they exist are 
administrative in nature and our responsibility, some of them of neces- 
sity from the Department of Defense level and some locally. 

Mr. Heserr. 1 may say, Mr. Du Flon, the committee feels the same 
way. We hope that legislation is not necessary. But if we are to 
judge the future by the past, legislation might be necessary in order 
to be sure that the Department carries out the recommendations of 
the committee. We hope it won’t be necessary. We sincerely hope we 
do not have to introduce legislation. But we certainly want you to be 
alerted to the fact that if the Deparment does not carry out the recom- 
mendations of this committee, legislation of compulsion will be in- 
troduced in order to be sure that it is carried out. 

Mr. Du Fuion. It is our belief that the crux of the problem lies in 
the caliber of some of the agents employed by certain companies who 
cater to military underwriting. While the services do have authority 
to ban agents found guilty of unethical practices, this action can be 
taken only after the fact and the threat of such action is our only 
deterrent to the recurrence of such incidents under our present policies. 

A further purpose of the 1953 memorandum was to establish a 
system for the reporting of abuses that came to the attention of instal- 
lation commanders. If, in the future, as a result of an increase of 
reported abuses, it is determined that a situation exists which adversely 
affects the welfare of military personnel over and above the advan- 
tages of exposure to Insurance solicitation and in spite of controls 
imposed, consideration will have to be given to prohibiting solicitation 
of commercial life insurance on military installations. To date, these 
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reported abuses have not been sufficiently numerous to adopt such a 
drastic policy. 

In view of the interest this committee has expressed in allotments 
of pay for the purpose of paying life insurance premiums, I should 
like to briefly review the Department of Defense policy on voluntary 
allotments of pay. 

The first statutory authority for the use of allotments was the act 
of June 10, 1896 (29 Stat. 361), which authorized the Secretary of 
the Navy to permit members about to be ordered to sea duty or duty 
at isolated stations to allot a portion of their pay to their dependents, 
and for such other purposes as the Secretary of the Navy should deem 
proper. 

Similar authority was given the Secretary of War by the act of 
March 2, 1899. This authority was extended to the Secretary of the 
Air Force by the National Security Act of 1947, as amended. 

The Department of Defense, in an effort to establish uniform poli- 
cies and procedures, on January 19, 1954, issued DOD Directive No. 
7330.1, subject: Voluntary military pay allotments. This directive 
announces the policy that servicemen should have the privilege and 
convenience of making voluntary allotments of military pay and allow- 
ances to dependents and for other reasonable purposes—including 
those in which the Federal Government has a mutual interest—that 
is, FELA, and GI loans—and provides that the privilege should be 
restricted in order that it will not be used to excess nor for the primary 
benefit of private interests. 

In the development of the current directive on this subject, study 
was devoted to the procedures of the services in authorizing allotments 
for the payment of premiums to commercial life-insurance companies 
for insurance on the lives of servicemen. Authority for the continu- 
ance of this privilege was included in the directive for the following 
reasons : 

(1) In view of the mobility of the Armed Forces and the fact that 
in both war and peace members of the Armed Forces are susceptible 
to rapid change of station, both within the continental United States 
and overseas, we consider that the use of allotments for the payment 
of insurance premiums is the only assurance the individual bas that 
his dependents will be protected from the loss of life-insurance cover- 
age through lapse for unforeseeable or unavoidable reasons. 

(2) Weconsider the allotment privilege as one which acerues to the 
individual. The fact that it may be a convenience to the insurance 
industry is considered by the Department of Defense to be secondary. 
We feel any loss of privilege in an area so vital to the family of the 
serviceman as insurance protection cannot but help to reduce the 
effectiveness of the congressional action looking toward career in- 
centive. 

(5) Subsequent to determination that commercial life insurance 
allotments should be continued, attention was devoted to the possi- 
bility of simplifying the processing of these allotments, thereby effect- 
ing a reduction in the cost of this operation. As a result of the co- 
ordinated efforts of all of the services, the process was simplified 
and the cost reduced significantly. 

We have specific figures on that, which Mr. Hysmith can give 
later if you so desire. 
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Before I conclude this portion of my testimony, I would like to 
state that the hearings conducted by this committee and its predeces- 
sors in the previous C ongress have in our opinion had a most salutary 
effect. Due to the efforts of this committee, we have, in all echelons 
of command, been made more conscious of our responsibilities. In 
addition, these hearings have focused the attention of the insurance 
industry on the problems of the Department of Defense in its rela- 
tionship to that industry and we are hopeful that such focusing of 
attention will prove mutually beneficial. 

Thank you. 

Mr. Heserr. Mr. Du Flon, I want to ask you one question in con- 
nection with the allotment system. 

As I heard your statement, the individual man in uniform is per- 
mitted to make allotments for any purpose that he personally deems 
essential to himself; is that correct ¢ 

Mr. Du Fion. No, sir. For insurance, for bank accounts, and for 
dependents. 

Mr. Heéserr. For bank accounts. In other words, suppose the 
individual has a savings account with a bank or with a recognized 
building and loan association, can he make an allotment to make cer- 
tain deposits in those ? 

Mr. Du Fron. He certainly can with the bank, and on the building 
and loan association, I would have to ask Mr. Hysmith. 

Mr. Hysmirn. That is permitted. 

Mr. Du Fion. That is permitted; yes, sir. 

Mr. Héserr. That is permissible, also. 

(Mr. Du Flon nods.) 

Mr. Heészerr. For instance, suppose he wants to buy an automobile, 
can he make an allotment from his monthly payment ‘for that 2 

Mr. Du Fron. No, sir. That falls in that category which would 
be primarily for the convenience of the private company. It is in 
effect paying off a loan or a payment. 

Mr. Hérerr. You consider that a loan? 

Mr. Du Fron. Well, I used the word injudiciously. Not a loan but 
it does not fall within the intent of the allotment bracket. 

Mr. Heserr. Mr. Hess. 

Mr. Hess. I want to ask you one question, Mr. Du Flon. 
prepared speech here on page 4, you say that instructions 
| presume you mean these instructions are issued to the 
manders. I notice here: 


b. Require that policies provide for reserves equal to those produced by the 
commissioners’ reserve valuation method as recommended by the National 
Association of Life Insurance Commissioners, and calculated according to 
the commissioners’ 1941 standard table of mortality. 


In your 
are issued. 
area com- 


Do you know whether or not these instructions are policed care- 
fully by the area commanders 4 

Mr. Du Fron. Yes, sir; they are. Our current study and our cur- 
rent interservice committee of course is trying to make an evaluation 
of that, along with the actual recommendations submitted, as to what 
their recommendations are to improve the situation. 

Mr. Hess. Well, is it the policy now that the insurance company, 
in order to do business in an area presents some figures as to what 
its reserves might be and that is as far as it goes, and then the com- 
pany commander accepts that as the truth? 
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Mr. Du Fuon. Yes, sir. They have to submit a notarized state- 
ment. ‘That is called for by the 1953 memorandum. And in that 
notarized statement is the statement that the policies that are being 
offered are in conformity with the 1953 memorandum. 

Mr. Hess. They are under oath / 

Mr. Du Fton. Yes, sir. 

Mr. Hess. All right. 

Mr. Du Fron. They are under oath, and they are signed. And of 
course we are after the fact in trying to do anything about any vio- 
lations of that. 

Mr. Héserr. Mr. Du Flon, you indicated in your statement that a 
survey is being made. Have any conclusions been arrived at or is it 
the situation of survey? 

Mr. Du Fion. No, sir, not in all areas in which we have been seek- 
ing answers. 

Mr. Hesert. Are you familiar with the European situation which 
was the cause—— 

Mr. Du Fron. I have no firsthand knowledge in the sense that I 
have not been on the site there. Of course I have talked to our com- 
mittee and our insurance representatives and I have read the material 
developed by this committee. 

Mr. He&prerr. Specifically, what has been done about Ceneral Mc- 
Auliffe’s recommendations, which were made some months ago? 

Mr. Du Fuion. Those recommendations have come forward along 
with the other recommendations from the other commands, and we 
are considering them. 

Now, actually, relative to the allotment recommendation of Gen- 
eral McAuliffe, it is my belief that the committee will find that this 
is not a desirable solution, the withholding for 1 year, for example, 
of the allotment privilege. 

Mr. Heserr. Well, General McAuliffe made I think some four spe- 
cific recommendations. 

Mr. Du Fion. Yes, sir. Ihave his recommendations with me here. 

Mr. Hépverr. They are in the record. 

Mr. Du Fron. I would like to ask Mr. Walter if he would com- 
ment on that, because the committee has probably in varying degrees 
taken up each one of those recommendations.. 

Mr. Courtney. You are speaking of the Department of Defense 
committee ? 

Mr. Du Fron. Yes. 

Mr. Walter, while he is from Army, is the chairman of our Inter- 
service Committee. 

Mr. Waurer. We have those—— 

Mr. Du Fion. Forthe Department of Defense. 

Mr. Heperr. One minute. 

Mr. Mitier. Mr. Chairman. 

Mr. Hepertr. One minute. 

What concerns the committee is the fact that General McAuliffe, 
in his characteristic way of action, of immediate action, was able to 
grasp the situation within a matter of weeks after he took command 
of the European theater, and was able to make certain remedial rec- 
ommendations, and he was able to do it quickly, and the committee is 
wondering why it is taking the Department so long to firm up what 
he proposed, in that particular area. 
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Mr. Du Fron. Yes, sir. Well, we have started from the standpoint 
of trying to do as complete a job as possible. 

We have, for example, of the 60 or 58—59 or 60 installations to 
which we asked for comment received all but 2 back, and it was our 
hope to put General MeAuliffe’s remarks within the context of the 
total study and after getting the benefit of the remarks of the other 
commanders. 

Mr. Hénerr. You mean both continental and 

Mr. Du Fion. And overseas; yes, sir. 

Mr. Heépserr. And overseas. 

Mr. Du Fron. And overseas. This is a worldwide survey. 

Mr. Hénerr. He did not impress the Department that this was a 
matter of urgency in the European theater ? 

Mr. Du Fion. Yes, sir. Of course, he has taken certain actions 
over there. 

Mr. Heéverr. How is that, sir? 

Mr. Du Fron. He has, of course, taken certain actions within his 
own theater to bring relief to his situation. 

Mr. Heéserr. Well, of course, he has. After all, it resolves itself 
into the fact that a strong commander can enforce the regulations 
and clean up his own mess. 

(Mr. Du Flon nods.) 

Mr. Heserr. However, General McAuliffe went even beyond that, 
to make certain recommendations. 

Mr. Du Fron. Well, we feel, sir, that those recommendations should 
be studied along with the recommendations from other areas. For 
example, on that allotment matter, we feel that that is a suggestion 
but not necessarily the appropriate one, and inasmuch as we feel the 
policy should be uniform, we would withhold our recommendations 
until the committee concludes its considerations of all comments. 

Mr. Heserr. In other words, the Department is waiting for this 
committee to make its own recommendations before finalizing the De- 
partment’s recommendations ? 

Mr. Du Fion. Yes, sir. 

Mr. Henerr. Mr. Miller. 

Mr. Miniter. Mr. Du Flon, under the 1953 regulations did the De- 
partment of Defense follow through and do any policing of the sepa- 
rate or several commands and units to which they were issued? May 
I cite an example ? 

Mr. Du Fion. Yes. 

Mr. Mitier. Did you ever inquire as to the sufficiency of the people 
who might have been appointed to handle the insurance problem in 
the several commands ? 

Mr. Du Fron. No, sir. On that score, we have as a followup— 
of course, that 1953 memorandum instituted a series of bimonthly re- 
ports, which were to report instances of violation in the opinion of 
the local commander. In other words, we didn’t go out and do our 
own researching on that, but depended upon the local commanders 
reporting to us through the device of this bimonthly report. 

Mr. Mintuer. Well, in that bimonthly report you might get sta- 
tistics. But did you make any effort to go beyond that and see whether 
the people, for instance, make any investigation, independent investi- 
gation as to the sufficiency of the people who might be handling it? 
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Mr. Du Fion. No, sir. We felt that the appointment of an insur- 
ance officer was a prerogative of local command and would best be 
handled that way. 

Mr. Mitier. Well, if the local command in any service appointed 
a man who lacked necessary training or caliber in any one field, 
wouldn’t somebody in the Pentagon pick that up! Wouldn't the 
Inspector General's Office some place pick up that 4 

Mr. Du Fron. Yes, sir. Well, the Inspector General would end 
up in the investigation on these abuses. I would say—— 

Mr. Mitter. Was that done with respect to the insurance? 

Mr. Du Fuon. Yes, sir. 

Mr. Miter. J don’t see how it could have been. Because it was my 
impression—and I sat through all of these hearings—a great deal of 
the trouble in the European theater arose out of the fact that the man 
who was handling it had insufficient training and insufficient knowl- 
edge of his position, and he demonstrated it effectively before this 
committee. He is a man that should never have been placed in the 
position of handling insurance in a command such as the European 
Command, because he was temperamentally and otherwise unfitted for 
the job, according to my judgment and my way of looking at it. And 
I just wondered “whether the Pentagon had ever gone beyond that, 
whether it didn’t issue a lot of pious regulations, and say, “We have 
them, and now we will get bimonthly reports as to violations and 
tabulate them and file them away and say we are doing a job, doing a 
great job.” If you are going to continue in that way, are you going 
into the meat of this thing continuously then / 

Mr. Du Fion. Mr. Congressman, what you say is very true. We 
have different levels of competence, certainly, in those officers desig- 
nated as insurance officers. What we hope to do to raise that level of 
competence is to continue our search for better methods of instruction 
and pamphlets. Coming out, for example, of this existing interservice 
Department of Defense committee, will be some type of a pamphlet 
manual which will try to do everything short of personal character 
statistics desirable for the job. In other words, from the standpoint 
of instruction, it will try to do as complete a job as perhaps in some 
areas it has been incomplete in the past. 

Mr. Mitier. As far as I am concerned, from my own thinking and 
my conclusions, this job, which is a very important one that has a great 
morale effect, was allocated to an assistant G-2 someplace down the 
line, and it was one of the many other duties he had to carry along. 
That is responsible for part of the mess we got into. 

Mr. Héperr. As I understand the gentleman from California, you 
would indicate that the Army should assign to these particular posts 
individuals who are schooled in what they are to administer; is that 
right ? 

Mr. Mutter. Not only schooled, but I believe that the Secretary’s 
Office should from time to time exercise its authority to make sure that 
the local commander has placed in these positions people competent 
of carrying them out. 

Mr. Hénerr. In other words, you mean that an individual, for in- 
stance an insurance man, who happens to be in the Army, then should 
be placed in charge, in order that his peculiar talents could be used 
by the Government? 
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Mr. Mitier. Or someone with legal training or some knowledge of 
insurance. I am certain that the eentleman to whom I referred did 
not show a great knowledge of insurance in my estimation. Anyway, 
you were there, and I will let you draw your own conclusions. 

Mr. Héverr. No. I was just wondering what the thought was. 
I was just thinking, because of some previous hearings we had here, of 
the conflict of interest, which seems to be so prominently discussed 
today—— 

Mr. Mitier. I think you can get away from that. I think the peo- 
ple who are going to administer this thing should be competent admin- 
istrators and have some know ledge of insurance. They don’t have to 
necessarily come from the insurance field. But apparently, as I 
judged in the European theater, it was a question where, in order to 
divest himself of a lot of work, the gentleman involved surrendered all 
of his prerogatives to the European Life Underwriters Association 
and he went on carrying a title but letting them dictate what was 
going to happen. And I am surprised that someone in the European 
Command or someone in the Pentagon hadn’t picked up this condi- 
tion and done something to correct it. We wouldn’t be having this 
thing had that been done. 

I think it is quite evident from our own hearings that that was a 
fact. At least that is the interpretation I put upon that testimony 
we received. 

Mr. Heéserr. Mr. Fisher? 

Mr. Fisuer. Mr. Du Flon, I think it is very encouraging, the re- 
port you had made of the progress in ironing out some of these dif- 
ficulties and improving the conditions that brought about this hear- 
ing to start with. . 

‘Apparently most of the trouble has been in the European theater ? 

(Mr. Du Flon nods.) 

Mr. Fisner. I think, too, that it is a very good thing that you have 
undertaken a survey throughout the whole military setup. 

Mr. Du Fron. Yes. 

Mr. Fisner. And I notice from the report you furnished to the 
committee here, and a brief analysis of the results, that you covered 
the Far East Command, Hawaii, Alaska, Caribbean, Northeast Com- 
mand, European area, Spain, and then the various services here in 
the United States. 

And I notice from glancing over this, where you are asking the 
question “Was the regulation adeqni ite?” only 7 out of the more than 
60 inquiries are reported “No.” 

In other words, most of them are finding that the regulations are 
now adequate, that you have in effect ? 

(Mr. Du Flon nods. ) 

Mr. Fister. Eleven out of this large number of results say that they 
have been problems—comparatively “few. 

[ notice in the European Command, both the Army and the Air 
Force feel that the regulations now are not adequate. 

So I assume probably that is where most of your trouble lies. 

Mr. Du Fion. Yes, sir; that is correct. 

Mr. Fisner. And as I understand, the survey is now in the process 
of being completed and you have had most of the returns in? 

Mr. Du Fron. Yes, sir; we have all but two. 
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Mr. Fisuer. And you have an interservice committee that is ana- 
lyzing and studying these, and along with each of them you asked for 
suggestions, did you? 

Mr. Du Fon. Yes, sir; that is correct. 

Mr. Fisuer. And you propose, then, to take all those into considera- 
tion and undertake to improve, based on the actual complaints that 
have come in and the suggestions that are made from the different 
commands ¢ 

Mr. Du Fion. Yes, sir. 

Mr. FisHer. And you feel, then, that all of this can be handled 
and you can get this thing pretty weil straightened out by regulations ¢ 

Mr. Du Fon. Yes, sir; I believe we can. 

I think that regulation and perhaps increased inspection, as Con- 
gressman Miller states. 

Mr. Fisuer. I can hardly think of a better way of approaching it 
and doing anything more than by actually making the survey you 
are making, vetting the benefit of those who are actually living with 
the problem every day. 

That is all, Mr. Chairman. 

Mr. Heéserr. Mr. Du Flon, in order to clear up one point in your 
testimony, in answer to a question of mine a few minutes ago I 
understood you to say that you are waiting for the recommendations— 
I think you used the words “this committee.” 

Now which committee did you refer to? This congressional com- 
mittee ¢ 

Mr. Du Fron. No. I meant our Department of Defense Inter- 
service Committee on Insurance. 

Mr. Heserr. What about this committee’s recommendations ? 

Mr. Du Fion. Well, we are certainly waiting for those, sir. But 
I meant to take action where we know that we are responsible for 
action. It is no one’s responsibility but our own. 

Mr. Heserr. That is the reason I wanted to clear it up. I want 
to emphasize again: When this committee comes up with recom- 
mendations, this committee expects its recommendations to be put 
into effect. 

Is that your understanding ? 

Mr. Du Fron. Yes, sir. “We feel that the responsibility is cer- 
tainly ours. In the running of this program, there is so much that 
we can do as a result of our Interservice Committee survey that we 
should immediately start to implement whatever improvements we 
are able. 

That was my remark. 

Mr. Héserr. All right. So we can understand each other and there 
will be no doubt in anybody’s mind: On behalf of this committee 
let me say again to you that when this committee makes its recom- 
mendation, it expects its recommendations to be followed and if they 
are not followed, we then of necessity must introduce legislation to 
be sure they are followed. 

However, if the Department is in any disagreement with the recom- 
mendations which this committee makes, then I would suggest to 
the Department that they confer with this committee before finalizing 
any recommendations to see if we can’t come to a common meeting 
point which would eliminate the necessity of using the hammer of 
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legislation. We do not like to use it, but we will use it if we are forced 
to use it. 

I want to put you on notice. 

Mr. Du Fion. Certainly we will be very glad to confer with you 
as we go along and finalize our own recommendations resulting from 
our Department of Defense Committee. 

Mr. Heserr. I recognize that. But I don’t want any doubt to be 
it the Department’s mind about the attitude of this committee. 

Mr. Du Fron. Yes. 

Mr. Héperr. We intend for our recommendations to be enforced. 
If they are not enforced and we do not agree, then I want the Depart- 
ment to be on notice that we will use the weapon of legislation, which 
I hope we don’t have to use. 

I hope we can come up with some agreement. But you understand 
that thoroughly ? 

Mr. Du Fron. I understand that, Mr. Chairman. 

In effect, if we disagree with the recommendations of this com- 
mittee, then we will oppose the legislation that you propose. 

Mr. Hészerr. In other words, if you disagree with this committee, 
then I ask that you allow the committee to talk it over with you and 
maybe you can convince the committee of your viewpoint. 

Mr. Du Fron. We certainly intend to, and that would be exactly 
the proper thing for us to do. 

Mr. Heserr. And if after this conference the committee is still not 
in agreement, then I again say the committee intends to see that its 
own recommendations are enforced through the medium of legislation. 

Mr. Du Fron. I understand that fully. 

Mr. Héverr. All right. 

Mr. Courtney ? 

Mr. Courrney. Mr. Du Flon, in the analysis of comments that you 
have presented to the committee, I notice that the areas in which there 
are suggestions made for the elimination of unethical practices and 
where the suggestions are made for implementing the regulations 
presently existing, those answers of “yes” all appear to be in installa- 
tions beyond the continental limits. 

The Europen area has uniformly recommended procedures to elimi- 
nate unethical practices. 

Likewise the Far East command. And likewise the Air Force in 
Alaska. 

Now do you in your surveys find a different situation to be dealt 
with where you are concerned with installations beyond the conti- 
nental limit, as distinguished from installations within the continental 
limits? 

Mr. Du Fron. Yes, sir. In amplification of those survey remarks 
and general notes of “yes,” I would like to ask Mr. Walter to speak 
to that point, if he may. 

Mr. Water. Yes, sir. 

Well, as a matter of fact, two of the overseas commands indicated 
our regulations were not adequate, many of them expressed the idea 
that they consider the regulations adequate as far as they apply to the 
continental limits but certain other restrictions should be imposed in 
the overseas areas where the commanders did not have access to State 
officials and sources of that kind, to assist them with their work. 
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So they all have certain recommended changes they would like to 
see, too, in our regulations. 

Mr. Courrney. But, then, the area of complaint is principally over- 
seas ¢ 

Mr. Watrter. Yes, sir; principally. 

Mr. Courtney. Now, I notice that the present proposals are to con- 
tinue the vesting of authority in the field commanders. I take it, Mr. 
Du Flon, that was a part of your statement. 

(Mr. Du Flon nods.) 

Mr. Courrney. Now, having in mind the hearings that the com- 
mittee conducted in Europe and this recent survey of yours, do you 
consider that a field commander overseas having heavy military re- 
sponsibilities is adequately equipped, for example, to judge the finan- 
cial statements of insurance companies filed with him from time to 
time and select those companies that are or ought to be permitted to 
sell insurance within his field of jurisdiction ? 

Mr. Du Fron. Yes, sir. We feel that insurance is just one of a 
series of similar type things that fall upon the local commander that 
are not particularly military duties and certainly complicate his life. 

We feel, however, particularly in time of peace, that it is best done 
that way. 

Now, as far as having the technical competence either in himself or 
available to him, the current policies really call for great reliance upon 
the signed statement of these companies, the notarized statement of the 
company and the agent, that they are conforming to what is considered 
to be good practice and what is-to the benefit of the military per- 
sonnel. 

Now actually since we started having those notarized statements 
made, we have not had a case where we have had to follow up on the 
basis of any false signature or a situation that was not true. 

Mr. Courtney. Well, Mr. Du Flon, the precise question would be 
this: Do you consider that these foreign military commanders, in for- 
eign areas, are adequately equipped to judge the financial stability of 
a company, for example, that seeks admission to sell insurance there, or 
do you think it is a problem which requires more competent guidance 
than that commander might have at his disposal ? 

Mr. Du Fion. Yes, we feel that the current system as it is working 
out certainly from the standpoint of numbers of complaints as against 
the total effort represents a satisfactory vehicle right now for handling 
the insurance problem. 

Mr. Courtney. Well, simply posed, then, let me ask you this ques- 
tion: Since you have an interservice committee which is engaged now 
in considering regulations and bringing them into accord with the ree- 
ommendations and the desires of field commanders, is there any reason, 
for example, why a central committee having at its disposal here in 
Washington the competence to judge the financing stabilities of vari- 
ous companies—why they could not make a certification to the com- 
mander and relieve him of that responsibility ? 

Mr. Hess. Mr. Courtney, may I interrupt you there for just a 
moment ? 

I noted in this pamphlet, which was given us here, that suggested 
changes in this survey that is being made, one of the suggested 
changes—it is from one of the area commanders evidently—is to 
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establish a list of companies at Department of Defense level who are 
authorized to solicit military personnel on the base. 

Mr. Courtney. Yes. 

Mr. Du Fon. I feel that insurance is one of a series of personal- 
affairs matters that befall the lot of every local commander whether 
he wants it or not. 

As you well know, in World War IT we had personal-affairs officers 
and we do now in the services in one form or another. I believe the 
Air Force has under that title personal-atfairs officers that try to serve 
to guide enlisted personnel in particular in technical matters for which 
there is no local competency other than their own job. 

I feel that that is a desirable thing and it would be undesirable to 
try to do away with that relationship and somehow from a central 
point indicate the qualification and the technical aspects of the 
problem. 

Mr. Courrney. The committee made the observation that the pres- 
ent regulations really make an insurance commissioner of a field com- 
mander and require him to perform duties which would normally be 
performed by a State insurance commissioner or a Territorial insur- 
ance commissioner as the case may be. 

Do you think it is desirable to continue imposing that additional 

responsibility on field commanders? 

Mr. Du Fron. We feel that insurance properly handled and cus- 
tom tailored, for example, to the man’s needs, on top of what he auto- 
matically gets, is one of the finest things that can happen to any mem- 
ber of the Armed Forces. 

Toward that end, we feel it is our responsibility not only to protect 
the uniformed personnel from fraud and deception and so on, but to 
bring to him the opportunity to get the insurance that he should have 
for his own personal program. 

I think that is best done in a local relationship between the indi- 
vidual seeking insurance and someone that he has close to his hand 
for that advice. 

Mr. Héserr. Now, Mr. Du Flon, may [interrupt you there? I don’t 
think you are responsive to the questions of Mr. Hess and Mr. Court- 
ney. We agree with what you are saying. We are all virtuous and 
against sin. 

But the idea we want to find out and get your idea on, is this: We 
agree that insurance is fine. Everything you said we agree with. 
But our proposal is this, and also from one of your area commanders, 
that in order for the individual to get the insurance he can only get 
it from a qualified list of individuals. 

Now, you take in the European situation, which brought out the 
fact you had a couple of glib salesmen walk in there and they could 
sell the Brooklyn Bridge. Now that is on a personal relationship? 

Mr. Du Fron. Yes. 

Mr. Hénerr. That is the glibness of the individual or the ingenuity 
of the salesman or the resourcefulness of the salesman. 

We are not talking about that. We are addressing ourselves to hav- 
ing a legitimate list of individuals who are approved. Perhaps it is 
not an analogous situation; certainly there is nothing closer than a 
relationship between a doctor and a patient, but a doctor can’t admin- 
ister to a patient unless he is licensed and approved. 
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Mr. Du Fron. I would like to say on that point, Mr. Chairman, 
that we feel that the qualification of the companies and the agents is 
not a matter that the Department of Defense should rule upon. 

Mr. Héserr. We are not asking you to do that. 
to present a list of companies. 

Whether they are companies that are liquid and whether they are 
solid companies and whether they are sound companies. 

Mr. Du Fron. We feel 

Mr. Hérerr. Wait a minute now. 

The same thing prevails in the States which govern insurance com- 
panies. I, as an individual, can buy all the insurance I want; but the 
only man who is qualified to sell me that insurance is a man who is 
licensed under the laws of my particular State. 

That is all it amounts to. And all we are asking the Department 
to do is to give the check or the O. K., if you will, to certain insurance 
companies. 

If a company does not qualify, then that man, or that company’s 
representative, should not be allowed on a camp and the man in uni- 
form exposed to that individual company. 

Now, what does a kid in uniform know about the balance sheet of 
an insurance company, the stability of a company ? 

He does not know anything. It is a bunch of figures to him. And 
he is going to be guided by the glib salesman. 

And the very people that we are trying to reach are those indi- 
viduals who do not represent these solid companies. 

We have no concern about the old-line companies, the solid com- 
panies. But we do have a great deal of concern about these fly-by- 
night companies, the recently organized company that sends these 
glib salesmen in to mulet the boys. 

Mr. Miniter. Mr. Chairman ? 

Mr. Héserr. Yes. 

Mr. Mitier. Not only the glib salesmen, but a salesman who has the 
blessing of the local command, whom the kid places some reliance on. 

Mr. Henerr. That is correct. 

Mr. Minier. He said, “This man comes in, he must be all right, he 
is authorized to come here by the European Command or the local 
command.” 

Mr. Héserr. Surely. This situation, Mr. Du Flon, never would 
have arisen in Europe if responsible companies alone had participated 
in the insurance problem there. 

But the mere fact, as Mr. Miller so well points out—the mere fact 
that he is allowed, or that an agent is allowed on that installation, is 
an aeceptance on its face value by that young fellow that he has the 
blessing of the Department; that he is O. K. 

Mr. Du Fron. Well, we certainly, Mr. Chairman, appreciate the 
facts back of your remarks and will consider all of these possibilities 
in our deliberations within the insurance interservice committee. 

Mr. Henerr. I would say you should more than consider them. Be- 
cause that is one of the intents of the committee. 
I suggested what I did a little while ago. 

Mr. Du Fron. Our policy at the moment is to accept the qualifica- 
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For example, every agent who solicits in one of our military installa- 
tions is qualified under some State law. 

Now it raises the question, of course, whether we superimpose on top 
of the State qualification what we consider to be the requirements that 
should be met. 

Mr. Miuier. Now, Mr. Secretary, he can do that—they may have 
those State laws, but many companies would not be allowed to solicit 
in, say, the State of California from individuals of the State of Cali- 
fornia, but by virtue of the gimmick that this is Federal ground they 

‘an go in and solicit in the Federal territory, where they would be 
prohibited because the companies could not meet the standards of the 
particular State in which the installation was located. 

So the Government here now is opening up a gate, leaning over 
backward in one direction and is opening up a floodgate in another. 

And that is the very thing we have to get away from. 

One of your suggestions here is that the companies be authorized to 
do business in at least four States. 

Now, Mr. Hébert’s Louisiana company can come out to California 
and by filing its documents and the insurance commissioner out there 
saying that it is all right they can sell me insurance in California. 

But he has to come in and do that before he can be commissioned in 
California or licensed in California to do business. 

I think even this thing of having only those companies that may 
be licensed in half a dozen States and if you selected not the highest 
and not the lowest but the median States you would do a lot to correct 
this situation. 

Mr. Héserr. Well, of course, I would be the last individual in the 
world to advocate the Federal Government superseding the States. 
They are doing that too much now as it is. 

And I would be the last one to say that. As a matter of fact for 
the continental United States I would be perfectly willing to say that 
the insurance company which is licensed in that State—only those com- 
panies licensed in that State be allowed and be credited 

Mr. Miter. To do business in that State ? 

Mr. Hésert. To do business in that State. 

However, I do not think that the same applies to the European 
theater or to the Far Eastern theater. You have no States there. 
There it is the imposition of the Federal Government itself. And in 
those areas certainly the Federal Government, or the Pentagon or 
the Department of Defense should supply these area commanders 
with a list. 

I have no quarrel and no difference of opinion as far as the con- 
tinental United States is concerned, where you have supervisory laws 
in each State. 

But I certainly think it is incumbent upon the Department of De- 
fense to furnish to these area commanders outside the continental 
limits of the United States, where there is no supervision, the list. 

Because in effect the Federal Government there is the State. 

Mr. Du Fion. Yes, sir. I am aware of the significance of your 
remarks. 

Of course we do open ourselves to the criticism of selecting for a 
member of the Armed Forces his standard. For example, let us say 
that our list of States ) : 
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Mr. Courtney. No, but you impose that duty now on a military 
commander who has not any of the qualifications. 

Mr. Du Fron. That follows abuse, however. 

Mr. Courtney. Not any of the qualifications that are available here, 
in the Capital of the Nation. 

Mr. Du F ton. If, for example, a member of the Armed Forces 
from a given State would like to buy and purchase his insurance 
from a company within his own State that does not happen to be on 
our list, I am not sure whether this is desirable or not. 

That ismy only point. It does not produce a new point. 

Mr. Courtney. Well, but nevertheless, speaking to the same point, 
the fact is you impose that duty on a military commander beyond 
continental limits, who may or may not have even a copy of the current 
financial statements of these companies. 

Now you are adding to it the additional duty of having him review 
by bimonthly statements, and we have no provision whatsoever, other 
than the statement in the regulation, to determine whether or not 
there is competence available to make an analysis and a determination 
of those statements. 

Mr. Du Fron. Well, we say that our policy has been in the past 
to accept the qualification of the State, and where there is an abuse the 
local posite takes his action. 

I really feel that the matter of qualification of companies and agents 
is a matter not for the Department of Defense but for the electorate 
in the several States where those standards are not perhaps what they 
should be 

And I think we would open ourselves to a great deal of criticism 
of the other type if we are going to abandon that position. 

Mr. Heperr. You are not going to abandon that position, Mr. 
Du Flon. 

In other words, for an insurance company to do business in the 
overseas areas, he in order to qualify to do business must get the 
certificate of O. K. from the Department of Defense here in Wash- 
ington, where competent individuals will examine the status of the 
company before issuing a certificate. 

That is all the committee is suggesting. It is suggesting nothing 
else. 

Mr. Du Fron. Mr. Chairman, I think it is perfectly fair that we 
should look into that possibility and see if this is the proper thing 
to do. 

Mr. Héperr. Because as Mr. Courtney suggests, by the same logic 
you place that responsibility upon that area commander, who is not 
necessarily qualified to pass upon the insurance stability of these indi- 
vidual companies. 

Yet you say we place that responsibility on him but we do not take 
that responsibility ourselves. 

Mr. Du Fron. It is not placed upon him, sir, in the sense that the 
notarized statement—he goes on the notarized statement. 

He does not, at the time he receives that statement, know if it is in 
good faith. However, it provides him the legal basis for action in 
the event of abuse. 

Mr. Mixer. It provides him or provides the Department of Defense. 
Are we going to go back and require the overseas commander to take 
up this legal action in the case of abuse ? 
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Are you going to pick up the chips at that stage of the game to 
protect the American soldier who is buying insurance ? 

Mr. Courrney. Suppose, Mr. Du Flon, that one of these financial 
statements were not adequate or even fraudulent, what would happen 
with respect to the foreign commander ? 

What could he do about it ? 

Mr. Du Fion. I would like Mr. Walter to answer that. 

Mr. Watrer. He would report that to Washington. I might add, 
sir, many installations commanders take a double check even on the 
notorized letter. He would report the incident to Washington and 
we would through our legal channels determine the legal sufficiency to 
ban the company from ever entering any Army installation. 

Mr. Courtney. Why can’t you do that in the first instance? 

Mr. Watrer. Sir? 

Mr. Héserr. Why certainly. Lock the door before the horse gets 
out. 

Mr. Courtney. The horse is gone then. . | Laughter. | 

Mr. Watrer. Well, that is one of the suggestions which certainly is 
going to receive plenty of consideration by the Department of Defense 
committee. 

Mr. Courtney. Isn’t that as a matter of fact, one of the chief com- 
plaints that you have gotten in the series of solicitations to field com- 
manders, the fact that you were imposing on them this duty for which 
they lack competence and lack available advice ? 

Mr. Watrer. It is one of the major suggestions; yes, sir. 

Mr. Courtney. One of the major suggestions ? 

Mr. Watrer. Yes, sir. 

Mr. He&serr. You are not playing the old Army game of passing 
the buck? [ Laughter. | 

I say you are not playing the old Army game of passing the buck ? 

Mr. Watrer. No, sir. [ Laughter. ] 

Mr. Heéserr. Mr. Fisher? 

Mr. Fister. Mr. Du Flon, I understood in your prepared statement 
a while ago that you read that a great deal of information in regard 
to the companies that operate in a particular area or installation is 
made available to the enlisted men or those who buy insurance from 
him ? 

Mr. Du Fron. That is correct. 

Mr. Fisuer. Certainly I can see where it would be necessary some 
way or other to see that no company that is not licensed in some 
State and no agent who is licensed in some State not be permitted 
on the base. 

But as I understand it, you have provision now to see that that sort 
of thing is not done? 

Mr. Du Fron. That is correct, sir. 

Mr. Fisuer. Isn’t that right? 

(Mr. Du Flon nods.) 

Mr. Fisner. It seems to me that is about all you can do. 

Mr. Du Fron. [think that is all we should do. 

Mr. Fisner. That is all you should do. I agree with you. That is 
all. 

Mr. Covrrney. Mr. Du Flon, one other area that has not been 
fully discussed. 
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In interpreting the regulations presently existing in the European 
theater, the local command permitted agents licensed in particular 
States to sell insurance for companies chartered and licensed by States 
other than those in which the agents were licensed. 

Have there been any suggestions made to change that situation? 

Mr. Du Fron. Mr. Walter, would you take that ? 

Mr. Watrer. Well, speaking from what I have before me—I don’t 
recall it as a specific suggestion, sir, but isn’t that equal to the situa- 
tion Mr. Miller brought up, that a representative licensed in Cali- 
fornia can solicit for a Louisiana life-insurance company ? 

I don’t think that is the situation as it exists in the United States 
today. 

Mr. Courtney. Let us suppose you were confronted with a situa- 
tion requiring discipline of an agent who is selling, for example, for a 
company licensed in Texas. 

Let’s be specific. 

Mr. Water. All right; fine. 

Mr. Courtney. Five of those companies had the majority of their 
agents licensed by the commissioners of insurance of another State. 
What kind of discipline could be enforced under those circumstances ? 

Mr. Watter. We write the insurance commissioner of the State 
where the individual is licensed that we have banned him. For ex- 
ample, in the Army, we have banned some 38 agents since 1951—32 
agents since this 1953 memorandum. 

I don’t have the exact figures before me. But we have received 
quite a few letters back from the State insurance commissioners that 
they have picked up his license. 

Mr. Courtney. Wouldn’t the problem be simpler if the agent was 
required to be licensed in the State of charter of the company, or not? 

T don’t know. 

Mr. Water. I don’t think so, sir. I just know that in one case we 
have had to find out what State the individual was licensed in. 

Mr. Courtney. Well, of course, one of the purposes of licensing in a 
particular State is to be sure that the agent understands the kind of 
policy that he is selling; isn’t that true? 

Mr. Water. I don’t know, sir. It may well be. 

As I understand it he has to understand policy contracts and the 
theory of insurance underwriting in general. 

Mr. Courtney. I would like to refer, Mr. Du Flon or Mr. Walter, 
which one of you chooses to answer it. to an early circular of the De- 
partment of the Army—the circular of October 5, 1943, circular 241. 
_ Under subparagraph 2 of paragraph numbered roman numeral I, 
It says: 


Only representatives of life-insurance companies licensed to do business in the 


State in which the particular post, camp, or station is located, will be admitted 
to the military reservation concerned. 


Could you tell the committee how and under what circumstances 
or for what reason that provision was abandoned ? 

Mr. Du Fron. Well, I would like to ask Mr. Walter—I see it was 
1943. Iam not sure how complete a record we have of the reasons 
for the actions at that time. 

_ Mr. Watrer. Believe me, I am not trying to pass the buck by say- 
ing I was not with the Department of the Army at that time. TI have 


a copy of the circular, sir, and I have been through our files on the 
66149—55——3 
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history of life insurance as it existed prior to my coming with the 
Department of the Army, and I can’t answer your question, sir, from 
the information I have available. 

Mr. Courtney. Well, fill us in as to the time, if you can, in which 
this portion of the regulation was dropped. 

Do you have that information 4 

Mr. Watrer. It was dropped, sir, in 1946. 

Mr. Courtney. So there was no such provision in any of the regula- 
tions at the moment ? 

Mr. Du Fuon. No, sir. And that I might say constituted the regu- 
latory controls of life insurance at that time. 

Mr. Courtney. Excuse me one minute. 

Mr. Kunn. Isn’t one purpose of the licensing in a State so that the 
insurance commissioner wil have control over the agent who perpe- 
trates a misrepresentation or an unethical practice within his juris- 
diction ¢ 

Mr. Du Futon. Yes, sir; I would say that is one of the primary 
functions, to determine his qualifications and capabilities in the first 
place and to go on and then be able to exercise the control over him. 

Mr. Kuun. And when he goes beyond that jurisdiction, the com- 
missioner has no control over any of his acts; 1s that right? 

Mr. Du Fron. Other than to pick up his license, sir, where he will 
no longer be a licensed agent in that particular State. 

Mr. Kuun. For acts committed outside of his State? 

Mr. Du Fion. Yes, sir 

Mr. Courrney. Mr. Chairman, I would ask that the record have 
interpolated in it the analysis of comment which was a part of Mr. 
Du Flon’s statement and to which I have made reference. 

(Mr. Hébert nods.) 

(The document is as follows:) 


Analysis of service comments, by overseas areas 
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Establish a list of companies at DOD level who are authorized to solicit mili- 
tary personnel on base. 

Provide a basis for evaluating companies and policies. 

Eliminate itinerant “nomadic” salesmen. 

Require companies soliciting on bases to offer to all personnel a minimum 
amount of insurance ($5,000 to $10,000) on all standard life, endowment, term, 
and retirement income plans. 

Before any company is authorized to solicit it should be licensed in half 
the States or meet average standards based upon insurance laws of all of the 
States. 

Recommend that before agents are permitted to solicit in overseas areas, 
both agents and companies should be licensed in at least four of the States which 
are considered to have high standards under their insurance laws. 

Recommend promulgation of Defense policy regarding solicitation of all types 
of insurance. 


Suggest utilization of U. S. EUCOM policy directive 35—1 of June 28, 1955. 


Prepare pamphlet for handout to personnel charged with counseling on insur- 
ance. 


Difficulties in obtaining qualified personnel to monitor commercial life insur- 
ance solicitation program. 

Mr. Watrer. Two overseas commands indicated that our regula- 
tions were inadequate. The other five were in the continental United 
States. 

Mr. Courrney. Oh, yes. 

Mr. Hysmirn. And the two overseas commands make certain sug- 
gestions that could make them adequate. 

Mr. Courrney. Yes. Well, I was referring to the column: “Sug- 
gestions to eliminate unethical practices.” 

Mr. Hysmiru. I see. 

Mr. Courtney. It seems to me that that was the point to which we 
were driving and directing our attention. 

And I called specific attention to the fact that although many of 
these commands make no suggestions for changes in regulations, that 
all of them find unethical practices existing. 

And I find a little inconsistency in that position. 

Can you explain it? 

Mr. Hysmiru. Most of those suggestions, Mr. Courtney, deal with 
purely local situations, capable of local corrective action. 

In other words, most of them suggest solutions to a homemade prob- 
lem peculiar to their area. 

Mr. Héverr. Are you finished with Mr. Du Flon? 

Mr. Courrney. Yes. 

Mr. Hésert. Thank you very much, Mr. Du Flon, and your asso- 
ciates. 

The committee will now stand in recess until half-past one. 

(Whereupon the committee was recessed, to reconvene at 1:30 
p. m. the same day.) 


AFTERNOON SESSION 


Mr. Héprert. The committee will come to order. 

Mr. Courtney. 

Mr. Courtney. Mr. Chairman, I suggest we have the representa- 
tives of the insurance commissioners organization here, 3 of them, 1 
from the State of Missouri, 1 from the State of Louisiana, and another 
from the State of Virginia. 

Mr. Héserr. Will you gentlemen come around to the witness table, 
please ¢ 
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Mr. Courtney. And I understand one from Michigan. 

I wonder if these gentlemen would come forward? The committee 
would like to hear from that organization. We would like you'to 
assemble around the table. 

Mr. Wicker, will you have a chair at the table? 

Mr. Wicker. Yes, sir. 

Mr. Héperr. And Commissioner Bowles. 

Mr. Leccerr. And Commissioner Martin. 

Mr. Wicker. If you will, Mr. Courtney, I would suggest Mr. Law- 
rence Leggett. We can go ahead with Mr. Leggett, the national pres- 
ident of the National Association of Insurance Commissioners. 

Mr. Courtney. Now, Mr. Chairman, will the witnesses identify 
themselves both for the reporter and for the benefit of the audience 
so we may know who is speaking ? 

On my left is Mr. Wicker, John J. Wicker, of Richmond, who is 
special counsel for the insurance commissioner of Virginia. And the 
witness, who will be—who will identify himself in the course of his 
remarks—Mr. Leggett, president of the National Association of In- 
surance Commissioners, and also State insurance commissioner from 
Missouri. 

Mr. Navarre. I am Mr. Joseph Navarre, chairman of the executive 
committee of the National Association of Insurance Commissioners. 

Mr. Courrney. And you are also commissioner ¢ 

Mr. Navarre. For the State of Michigan. 

Mr. H&serr. And where is the commissioner for the State of Vir- 
ginia? Or, Mr. Wicker, are you going to represent the commissioner ? 

Mr. Wicker. No, sir. Commissioner Bowles is here—where is he, 
Mr. Jones ?# 

Mr. Courtney. He was here this morning. He will be here im- 
mediately. 

Mr. Wicker. He is on his way. He will undoubtedly, Mr. Chair- 
man, be here in a couple of minutes. He has been State insurance 
commissioner longer than anybody in the United States, so it takes 
him longer to get to a committee roam than anybody else. 

Mr. Héserr. Is the commissioner from Louisiana conferring on 
matters of insurance ? 

Mr. Wicker. The commissioner of the State of Louisiana, I think, 
is probably rendering fraternal assistance to the commissioner from 
Virginia. 

Mr. Hess. Probably went by his office. 

Mr. Courrnry. Mr. Leggett, would you start off? 





STATEMENT OF C. LAWRENCE LEGGETT, PRESIDENT, NATIONAL 
ASSOCIATION OF INSURANCE COMMISSIONERS 


Mr. Leecetr. Mr. Chairman and members of the committee, I want 
to make a little introductory statement here, if I may. 

Although I am sure most of the members of this committee are 
familiar with the National Association of Insurance Commissioners, 
it may be well at this point to remind you that this is the only volun- 
tary association of State regulatory officials in the United States. 

Generally known as the NAIC, this association has no binding 
authority over its members, but through its work in analyzing and 
studying the problems of insurance regul: ation in the several States, 
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it has been able to recommend to the individual members methods and 
procedures to be followed by them for the greatest protection of the 
citizens of their States. Every insurance commissioner or superin- 
tendent of the United States and its Territories is a member of the 
NAIC. 

Now, Mr. Chairman, as president of the national association and 
superintendent of insurance of Missouri, I have presented a statement 
to this committee which was filed here, and I was wondering if they 
wanted me to read this whole statement or if I could call on my—— 

Mr. Wicker. Yes. It isn’t long. 

Mr. Leccerr. I already filed this. 

Mr. Courtney. The committee would like to know what the posi- 
tion of the Insurance Commissioners Association is. 

Mr. Leceerr. All right. 

Mr. Courtney. With respect to the areas of discussion. 

Mr. Leccerr. The problems presented by the sale of commercial 
life insurance to military personnel on United States military reser- 
vations have been the subject of continuing concern and study of the 
National Association of Insurance Commissioners. Through com- 
mittees appointed by this association numerous attempts have been 
made to work out with the Defense Department satisfactory regula- 
tion of this matter adequate to the protection of the military person- 
nel. The Defense Department has not adopted the recommendations 
of the National Association of Insurance Commissioners, but has at- 
tempted to correct the situation by directives. These directives have 
fallen short of affording adequate protection to the personnel based 
on such military reservations. 

The business of insurance has been consistently designated by the 
courts as one “affected with a public interest” and as such peculiarly 
subject to regulation by the State. The Congress of the United States 
has declared its policy that the regulation of the business of insurance 
by the several States is in the public interest and has decreed that the 
business of insurance and every person engaged therein shall be sub- 
ject to the laws of the several States which relate to the regulation 
of such business (15 U.S. C. A., sees. 1011 and 1012). 

Bearing in mind the need for regulation and the enactment of Con- 
gress, above referred to, an illogical and inconsistent position is 
adopted by the Defense Department with regard to military instal- 
lations. 

Within the continental limits of the United States there are two 
types of military bases, depending on the method by which the bases 
were acquired by the Federal Government. In the first type, exclu- 
sive jurisdiction has been ceded to the Federal Government, and, in 
the second type, the State retains either exclusive or concurrent juris- 
diction over the installation. As a matter of fact, a single base may 
include territory within its boundaries, exclusive jurisdiction over a 
part of which has been ceded to the Federal Government, the balance 
remaining under either exclusive or concurrent jurisdiction of the 
State. 

Under present directives of the Defense Department, in those cases 
where exclusive or concurrent jurisdiction remains with the State, 
companies and agents seeking to do business thereon must qualify 
under the laws of that State. 
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In the other situation where exclusive jurisdiction lies in the Federal 
Government, any company may solicit insurance business through its 
agents if the company and agent are licensed in any State or the 
District of Columbia. 

Certain minimum qualifications have been established by the De- 
fense Department which must be met by insurance companies before 
they shall be permitted to offer their policies on military installations. 
These minimum requirements relating to reservations are extremely 
technical in their wording and make reference to laws, tables, and 
interpretations of an NAIC committee which are not readily avail- 
able to a commanding officer and are not easily understood by him. 

Implementing these minimum requirements established by the De- 
fense Department, the National Association of Insurance Commis- 
sioners has adopted a procedure under which the commanding officer 
of the military base may request the superintendent or commissioner 
of the State in which the base is located for verification in affidavit 
form that the minimum requirements are met directly from the com- 
pany if domiciled in his State, or from the commissioner of the State 
of domicile if domiciled in any other State. 

Mr. Courtney. May I make an interruption there, Commissioner, 
to ask a question ? 

Mr. Leacerr. Yes, sir. 

Mr. Courrney. The policy of obtaining the certification to which 
you just made reference is one which the commissioners themselves, 
through their organization, have adopted rather than one which the 
Defense Department.has established; is that correct ? 

Mr. Lecerrr. Well 

Mr. Wicker. That is right. 

Mr. Leecerr. That is right. 

Mr. Courtney. In other words, you have volunteered / 

Mr. Leacerr. Yes, sir. 

Mr. Courtney. To perform this service ? 

Mr. Leacerr. Yes, sir. 

Mr. Courtney. If you were called upon by a commanding officer? 

Mr. Leacerr. That is correct. 

Mr. Courtney. Is that correct ? 

Mr. Leacerr. Yes, sir. 

Mr. Courrney. Excuse me for breaking in, but I wanted to clear 
that up as we went along. 

Mr. Leacerr. Yes, sir. 

Efficacy of the directive establishing these minimum requirements 
for companies depends, therefore, on the comprehension of those re- 
quirements by the commanding officer of the base, and his further 
action in requesting verification under the foregoing procedure. This 
is, at best, an unwieldly and time-consuming process. 

Under Defense Department directives agents soliciting business on 
a military reservation are required to leave certain information with 
the applicant for insurance and the unit insurance office. However, if 
this information is not left, there is no provision for penalizing the 
offending agent and it is possible for the agent to misrepresent his 
policies, collect the premium, fail to leave the required information, 
and leave the base knowing that even if he should be caught, no pun- 
ishment awaits him. 
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To correct the evils experienced in the solicitation of insurance on 
military reservations, the National Association of Insurance Commis- 
sioners has recommended to the Defense Department two possible 
regulations. Under the first of these, the company and agent must 
be licensed by the State in which the installation is located before 
solicitation can be made thereon. Under the second, all solicitations 
of insurance on military installations are prohibited. 

These recommended regulations would offer to the military per- 
sonnel the same protection of State supervision enjoyed by the other 
citizens of the State in which the base is located and would return 
the regulation of the insurance industry to the States in line with the 
declaration of policy of the Federal Congress. 

In its last meeting, the National Association of Insurance Com- 
missioners adopted a resolution, which is set out herewith for the 
information of this subcommittee. 

Mr. Courtney. Commissioner, the secretary of the association for- 
warded a copy of this resolution to the subcommittee and it is a part 
of its present record. 

Mr. Leccerr. Do you care for me to read that? 

Mr. Héperr. No; that is not necessary. 

Mr. Leccerr. It is in the record. 

Thank you. 

Mr. Courrney. I think we have been all over it, Mr. Commis- 
sioners. 

(The resolution referred to follows :) 

Whereas the Federal Government recognizes the fact the protection of the 
public and of the insurance business can be achieved best by State regulation 
of insurance transactions within the territory of the respective States; and 

Whereas under presently effective regulations of the United States Depart- 
ment of Defense, the insurance departments of many of our States wherein 
Federal defense installations are located, are powerless to regulate or control 
in any way the very substantial volume of insurance transacted on these 
installations; and 

Whereas this is an unhealthy and illogical situation resulting in wholesale 
discrimination against insurance companies and their agents licensed in such 
States and deprives the uniformed personnel of these installations of the pro- 
tection which the civilian public outside these installations enjoy; and 

Whereas the presently effective Department of Defense regulations permit 
insurance transactions on these installations which are frequently unlawful and 
contrary to the laws of the States wherein these installations are located; 
and consequently these Department of Defense regulations are contrary to, 
and in conflict with, the express provisions of Federal law: Now, therefore, be it 

Resolved by the National Association of Insurance Commissioners in annual 
meeting assembled at Los Angeles this 8d day of June 1955, That we do earnestly 
request and recommend that the Department of Defense do promptly amend 
its existing regulations on this subject so as to prohibit insurance transactions 
on Department of Defense installations by any insurers or companies not quali- 
fied under the laws of the State wherein such installations are located whenever 
such transactions by such unlicensed insurers and their agents would be un- 
lawful under the laws of such State if they occurred within such State but 
outside the limits of such installations. 


Mr. Leaeerr. Now we go to page 5. 

The business of insurance is properly subject to regulation by the 
State. 

This regulation is the proper function of the several States. 

Abuses in connection with the solicitation of insurance on military 
installations can best be eliminated by making such solicitation by 
companies and agents subject to the supervision of the regulatory 
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official of the State in which each base is located who has the experi- 
ence and personnel needed for such supervision. 

In view of the above, we earnestly submit that the Congress must 
edopt a standard regarding the sale of insur: ince on military reserva- 
tions and that standard must be adhered to in order to bring order 
out of chaos. We further submit that in view of the declared policy 
of the Congress, as above referred to, full weight and recognition 
must be accorded to the insurance laws and regulations of the States 
m which military installations are located. 

Mr. Courrney. Mr. Chairman. Commissioner, if we may impose 
upon you for your opinion in the hght of your experience as a State 
commissioner, the problem that is confronting the committee is divided 
into two parts. 

We have the situation with respect to overseas installations and 
bases and we likewise have the problem with reference to bases in 
this country, which are located within the States or Territories, 
all of whom have regulations and a supervision in some form or 
other for both companies and agencies. 

Now, if you will remember—to refresh your recollection the testi- 
mony this morning showed that there were protestations by the mili- 
tary commanders in the foreign commands, commands existing on 
foreign soil with reference to unethical practices, and in two cases 
with reference to the need for implementing the regulations. 

Do you have an opinion which you could express to the committee 
as to what type of regulation or supervision would be adequate to 
place those commanders in a comparable position to the commanders 
of installations within the continental limits of States and Territories ? 

Mr. Leccerr. If I may, sir, could I ask the commissioner of Loui- 
siana to answer that question ? 

We have talked it over very thoroughly and I think he is in position 
to give us an answer on it; aren’t you? 

Mr. Courrney. Very good. 

Mr. Leacerr. Commissioner Martin. 

Mr. Martin. I shall be very happy 

Mr. Héserr. Mr. Martin, please identify yourself for the record. 

The chairman will take the pleasure, however, of indicating that 
Mr. Martin is the secretary of State for Louisiana, and of a very old 
and distinguished family, and one of his chief functions is to tabulate 
the returns of congressional elections. 

And I must comment that he has been most accurate in recent years. 
Weare very happy to have you here, Mr. Martin. 








TESTIMONY OF WADE 0. MARTIN, JR., SECRETARY OF STATE AND 
INSURANCE COMMISSIONER OF THE STATE OF LOUISIANA 


Mr. Martin. Thank you, Mr. Chairman. I might say that in 
addition to tabulating returns, for which I have been given such fine 
credit, I have as sec retary of state also served as insurance commis- 
sioner of Louisiana for 11 years, and furthermore for identification in 
the record I might say that during the past 11 years I have been very 
active as a member of the National Association of Insurance Commis- 
sioners and I had the honor of serving as president in 1953 when the 
present Defense Department directive was executed. 
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Because of this background, Mr. Chairman and members of the 
committee, I feel that I can contribute many thoughts to your deliber- 
ations. 

And if it is agreeable with counsel, I would like to address myself 
first to the continental United States situation, because I believe that 
that would be the more orderly procedure in order that you might see 
the whole picture as we in the association see it. 

Back in 1953 we received a request from the Defense Department 
for the appointment of a committee of the association to confer with 
the Defense Department on this tremendously important subject. 

Now, I think you should know that we have a dual interest in trying 
to bring about some relief in this important field. 

First of all, we, as I am sure the committee and the Defense Depart- 
ment itself are vitally interested in protecting the members of the 
military services from any abuses. 

Secondly, although the military installations do not come within 
the jurisdiction of the State insurance commissioners, I can assure you 
that when something goes wrong on those installations we get a part 
of the blame for it. 

So we have been trying within our limited jurisdictions to assist as 
much as possible in the overall picture and also to take some of the 
complaint out of our own offices. 

We told the Defense Department at that time—TI served on the com- 
mittee myself 

Mr. Courtney. This is in 1953 ? 

Mr. Martin. In 1953. 

Mr. Leacerr. That is right. 

Mr. Martin. We told the Defense Department officials at that time 
that in our considered opinion and after having studied the question 
for many months there was only one solution to the problem insofar 
as the continental United States was concerned. And I might say 
that at that time we restricted our discussions to the continental United 
States because the foreign situation was not before us and we had not 
been requested to make a study of it. 

We suggested to them at that time that there was no other solution 
in our opinions but to require that both the agent and the compan 
be licensed by the State insurance departments of the States in whic 
the military installation was located. 

As a matter of fact, that was our first recommendation. 

We made three. 

We suggested, first, that they might require only the agent to be 
licensed and that would relieve much of the complaint and many of 
the abuses. 

We suggested that it would be a more complete job if they required 
the agent and the company to be licensed. 

And thirdly, we suggested as a third alternative that they might 
ban the sale of life insurance completely from the installations. 

We didn’t urge the third one too strongly, but only as an alternative 
if they could not enforce the other two. 








Now, I am going to repeat for you 
Mr. Courtney. Commissioner, may I break in there? 
Mr. Martin. Certainly. 

Mr. Courtney. To ask a question. 
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You are familiar with the regulation which was read this morning ? 

Mr. Martin. Yes. 

Mr. Courtney. Which at one time required the licensing by the 
State commissioners of both company and agent? 

Mr. Martin. Yes, sir. 

Mr. Courtney. And a prelude to solicitation on a military reserva- 
tion. 

How long had—if your memory serves you, how long had that regu- 
lation been dropped before this incident of which you speak in 1953? 

Mr. Martrn. I have no independent recollection of how a it had 
been since that particular requirement had been withdrawn but 

Mr. Courrney. In all events it was not in force at the time of which 
you speak, in 1953? 

Mr. Martin. That is right, sir. 

It had been withdrawn for a sufficient period of time to allow many 
of the abuses that we were trying to correct at the time. Some of the 
commissioners called it racketeering and other names that were not 
nearly as complimentary, but all rather descriptive of what was 
going on. 

So we urged the Defense Department at that time to reinstate that 
requirement that the agent and the company be licensed. 

Now, with your permission I would like to tell you for a few moments 
some of the reasons why we thought that would do the job. 

What we are concerned with here is a basic proposition and it in- 
volves insurance supervision. 

It involves within this limited territorial area the complete super- 
vision of the business of insurance, just as complete as we have to 
supervise it off of the reservation. 

Now, this is no criticism of the Defense Department, and I want 
to pay a just tribute to them. 

I said in my address as president that they had acted in full good 
faith, I was certain, but in ignorance of the facts, and I didn’t believe 
that their conclusions would do the job. 

The business of insurance regulation is not something that you can 
do on a part-time basis when you get through with the rest of your 
duties, either on a base or in some other place. It is an accepted fact 
in this country, and I believe in all countries of the the world, that 
insurance is the subject or regulation in the public interest. 

That has been followed for over 100 years in the United States. 

To give you a very quick idea of how complicated it is, in 1944 when 
the Southwestern ~, Be vac one ‘ase was decided, we decided to make 
a complete survey of the laws of Louisiana. We got an appropri- 
ation from the legislative. And for 3 years I as commissioner and 
my staff and attorneys that we had employed went over the entire 
picture in the State insofar as insurance regulation was concerned. 

It took us 3 years to try to anticipate all the conditions and eventu- 
alities that might happen and to prescribe appropriate methods of 
having hearings and to prescribe penalties and to enforce them insofar 
as violations were concerned. 

So if you started out at any given time with a sufficient amount 
of appropriation, it would be a full time job for several people even 
if they worked at is consistently for 3 or 4 years, to come up with any 
on guide that you could regulate the business of insurance 
with. 
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So it rather amazed me to think that the Defense Department could 
actually believe that with a seven-page directive they could imme- 
diately make insurance commissioners out of all the base commanders 
in the continental United States. 

Mr. Courtney. Mr. Commissioner, may I at the risk of breaking 
into your chain of thought? I take it you wouldn’t subscribe to 
the current policy of the Department which vests a foreign military 
commander, having manifold duties on the front lines of our far-flung 
defenses—you would hardly think him competent to pass upon the 
qualification of companies and agents, would you ? 

Mr. Martin. Definitely not. 

I will concede this. 1 think the Defense Department has done a 
much better job of regulating insurance than we commissioners would 
have done in conducting a major battle. 

But aside from that, I don’t think that base commanders can qualify 
overnight with a seven-page directive as insurance commissioners. 

What they did actually was to establish some five or six hundred 
commissioners in the United States, rather than the 48 that we are 
accustomed to dealing with. 

Pursuing the matter a little further, I believe that the directive itself 
is deficient in many respects. I will explain some of those. And I 
believe that the enforcement of that directive is impossible. 

Now, insofar as the directive itself is concerned, it is true enough 
that it provides that an agent must be licensed by some State. Now 
that is wholly deficient, because when you apply it it just doesn’t 
work and it means nothing. 

Take, for example, the case of an insurance agent who may be 
licensed in—I will jump over the usual example and we will take 
Arizona. 

An agent is licensed in Arizona and according to the directive, 
that qualifies him to sell insurance on a military installation in 
Louisiana. 

Now, one of the principal functions of insurance commissioners is 
to endeavor to prohibit misrepresentation on the part of agents if he 
can effectively—not theoretically or in some directive, but to effectively 
prevent it. 

But the directive says if an agent is licensed in Arizona he is fully 
qualified to solicit insurance on a Louisiana base. 

Assuming that he misrepresents a policy. I say in the first place 
that the commanding officer is wholly incapable of detecting the 
niceties of misrepresentation, certainly not in his spare time when he 
is through all of his official functions. 

Suppose he was capable of determining that a rank misrepresenta- 
tion took place—let’s assume that. Let’s look for a moment also at 
the nature of the crime that he has committed. 

Mr. Courtney. You are speaking now of twisting? 

Mr. Martin. Twisting or making a member of the Armed Forces 
believe he has something that he didn’t get. 

Assume the worst possible misrepresentation. Assume a circum- 
stance that woud justify a State insurance commissioner in revoking 
permanently that agent’s license. Assume a circumstance that would 
warrant a criminal prosecution in the State courts. And assume that 
the commanding ps has established it. What can he do? 
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He says, “Well, you have committed this crime now and forever 
after you shall be barred from this post.” 

That is about the sum and substance of the penalty that you have 
under the directive. 

Now, this is plain commonsense. It doesn’t only come down to a 
proposition of Ss that individual, but the simple knowledge to 


other potential fraudulent agents, the simple knowledge that the 
penalty for misrepresenting on a particular base is being barred from 
the base, is not sufficient penalty, not according to our conception. 

Now 

Mr. Courtney. In other words, it isn’t the same penalty that would 
be incurred in civilian life. 

Mr. Martin. That is right. And the one thing that has always 
puzzled me, is why even the Congress in Public Law 15 should have 
said that it is in the public interest for the business of insurance to 
be regulated by the States, then why it should not be in the public 
interest of the soldier on these military installations is a little beyond 
me. 

Let’s assume that the commanding officer writes to the commissioner 
of Arizona. Now, you are in the field of law. The commanding 
officer writes to the commissioner of Arizona and says, “We have found 
that this individual who is licensed by your State has committed an act 
of misrepresentation and we are calling it to your attention.” 

Assume that the commissioner of Arizona 1s very conscientious and 
wants to do something about it. 

I question his legal authority to call a hearing and try an individual 
for an act that was committed beyond the jurisdiction of the State— 
his State. 

Mr. Wicker. That is right. 

Mr. Martin. Not only do I question his legal jurisdiction in the 
matter, but I challenge anyone to demonstrate that that would be a 
practical situation. 

He could not issue a subpena for witnesses who could testify as to 
what happened, and so he would be forced to resort pretty much to 
the testimony of the agent himself as to what actually transpired. 

So from the practical standpoint, the only penalty for the rankest 
misrepresentation in the continental United States, the only effective 
penalty, is being barred from further solicitation probably on that 
base. 

Now, I don’t know how the Defense Department keeps up with 
the names of individuals who may be barred from one place or base, 
but it is separate and aside from their regular duties and I shouldn't 
imagine that they examine those lists too closely to see who is barred 
from soliciting imsurance in all of the installations in the United 
States. 

Even if they do their job, if the insurance company is in favor 
of those unlawful acts of the agents, all they have to do is to license 
another individual and send him onto the base. And so you con- 
tinue the process. 

Now, Counsel, the one reason I wanted to speak first about the 
continental United States, before I got to the overseas proposition, is 
to point this out to you. 

It is my considered opinion, after having made a thorough study 
of all of these problems, that the prediction I made in San Francisco 
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just a few weeks after this directive came out to the effect that it would 
not do the job, has been fully borne out by what happened overseas. 

And there again I can’t testify about what happened, but I under- 
stand from the testimony here and the hearing that there have been 
many abuses overseas. 

That is the first manifestation that this directive will not work. 
And although predictions are little dangerous I predict that when 
this committee’s work is over and the publicity has died down, the 
abuses will reoccur in the continental United States. 

Right now, everyone is talking about it and everyone is fearful 
that something might be done about it. But insofar as the basic ques- 
tion is concerned, and that is insurance regulation, as long as the sole 
penalty for violation of the law in the case of misrepresentation is 
being barred from a military installation, just as soon as all the hue 
and cry and the publicit ie down you will have it cropping up 
again in the continental United States. 

“ say what you have here today will not do the job. It is impos- 
sible. 

Now, let’s get to a discussion for a few moments about the effect of 
what we recommended in 1953 would be. 

Require the agent to be licensed in the State in which he is solici- 
ting the business. In the first place, you have an affirmative declara- 
tion by an experienced insurance executive working for the State. 
You have an affirmative declaration that that individual is worthy 
of a license at least under the laws of that State. Someone has to 
pass on that. 

That agent is conscious from the time that he receives that license 
of the fact that he holds a license which can and will be revoked in 
the event that he proves that he is unworthy of holding that license. 
He is conscious of the fact that the insurance department of the 
State in which he is actually soliciting it has authority to subpena 
witnesses. He is conscious of the fact that he is in a very competitive 
business and that not only the insurance department is policing it 
but all other competing agents in that State are watching every 
action and hearing about misrepresentations. And it is a highly 
competitive business and we unearth a lot of irregularities through 
competing agents. 

So you have that advantage. 

Furthermore, under the laws of the various States if an agent 
indulges in such practices you have a procedure set up to subpena 
him, to have an official hearing at which he is given an opportunity to 
defend himself, you have experienced individuals who pass upon all 
of the statements that are made, and that extends on into the actuarial 
field, the legal field, the capitalization of the company, and all other 
representations of the policy itself and the policy forms. 

Furthermore, when you issue and require that agent to have a license 
from the State in which he is doing business, you are simultaneously 
requiring that he solicit business only for companies that are licensed 
in that State and when you do that you are automatically requiring 
that the policies that are being sold be scrutinized by an experienced 
insurance commissioner of the State before it can be issued or deliv- 
ered on that military installation. 

Mr. Hépert. May I interrupt you there, Mr. Martin? 

Mr. Martin. Yes, sir. 
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Mr. Hésert. To ask you this question: Do the insurance commis- 
sioners of the several States have reciprocal arrangements whereby 
an agent barred, for instance, in the State of Montana by the insur- 
ance commissioner of the State of Montana—I am picking out new 
States so we don’t concentrate; would he be barred in the other States? 

Mr. Martin. The system in operation in most States requires that 
when the agent’s certificate or license is revoked or suspended the 
commissioner first notifies all companies for whom that agent was 
licensed, and those companies are then barred from licensing him any 
further. 

Now, there is a system of communication between the various com- 
missioners, but insofar as the civilians are concerned it is not too 
often that an agent will move from one State into the other and 
undertake to sell insurance there. 

Ordinarily, insurance is sold by agents in an area where he knows 
some people at least and then that gives him a start and he goes 
on to it. 

So excepting in the case cf the military installations, you don’t 
have too many roving insurance agents, as it were. But if an agent 
did indulge in any reprehensible actions and his license was suspended 
by the insurance commissioner, I am quite sure that the National 
Association of Insurance Commissioners would in that instance es- 
tablish a complete liaison as between all commissioners, so as to 
prevent him from appearing at some other military installation. You 
have a little different situation, Mr. Chairman, insofar as solicitation 
on these military installations are concerned and ordinary solicitation 
among civilians. 

Mr. Mitxer. May I ask him a question ? 

Mr. Héserr. Mr. Miller. 

Mr. Martin. And I might say this, that I am confident that if 
the Defense Department did follow the suggestion of the commis- 
sioners made in 1953 and are reiterated at this time and require that 
agents be licensed before they solicit on military installations, that 
they would establish a definite liaison between the different com- 
missioners’ offices in order that an agent of this type might not 
appear at some other installation and get licensed in another State. 

Mr. Hépverr. Mr. Miller? 

Mr. Mitier. Well, if a man was barred in one State, say having 
obtained a license in Kentucky and violated the ethics of his pro- 
fession and was barred in Kentucky or his license revoked and then 
he went to Mississippi and applied for a license, wouldn’t the license, 
the application for the license, ask if he was barred in some State ? 

Mr. Martin. Yes, sir. . 

Mr. Mitier. And wouldn’t that immediately put every insurance 
commissioner—you would take that into consideration before you 
issue a license? 

Mr. Martin. Yes, indeed; yes, sir. 

Mr. Mitter. So you have a control there. 

Mr. Martin. Yes, sir; definitely, definitely. 

The application that most States employ would ask that question, 
whether he had ever been—whether his license had ever been sus- 
pended or revoked in some other State. 

But even assuming that he would go so far as to falsify the new 
application, I am confident that if this directive were amended so 
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as to require that agent to be licensed, that through the National As- 
sociation of Insurance Commissioners they would establish a recipro- 
cal arrangement whereby lists would be exchanged among commis- 
sioners to prevent a man from going from one State to another. 

Mr. Hésert. Mr. Hess? 

Mr. Hess. I would like to ask you this question. 

What are the requirements for licensing of an agent in Louisiana? 

Mr. Martin. Well, that depends somewhat on the type of agent. 
In fields where we regulate rates, such as fire and casualty and inland 
marine, we are requiring an examination, a written examination. 

Mr. Hess. Let’s stick just to the life insurance. 

Mr. Marvin. On the life-insurance end of it, we have an applica- 
tion which must be executed under oath and also by the company for 
whom the agent will solicit verifying that he is a man of good charac- 
ter and that he has never been arrested or convicted of any crime or 
his agent’s license has not been revoked and otherwise certifying to 
his good character and 

Mr. Hess. Is there a fee in connection with it 

Mr. Martin. Yes, sir. 

Mr. Hess. What is the fee? 

Mr. Marrrn. The fee for the life-insurance agent is $2. 

Mr. Hess. And is that fee different for a resident of the State of 
Louisiana than from an out-of-State resident ¢ 

Mr. Martin. No. 

Mr. Hess. It is the same? 

Mr. Martin. Yes, sir. 

Mr. Hess. Do you happen to know whether there are States that 
have a different fee for an out-of-State agent than one who is a resi- 
dent of that State / 

Mr. Martin. No, sir, I don’t know that. But by and large, most of 
the States have done away with their discriminatory statutes, since 
the decision of the Supreme Court in the Southeastern Underwriters 
case in June of 1944. 

Mr. Hess. Does that hold true also for an insurance company to 
qualify in the State # 

Mr. Wicker. Yes. 

Mr. Marvin. There are no discriminatory statutes that I know of 
insofar as the qualification of insurance companies are concerned. 

The only differential that I know of that still remains in some States 
is a requirement or a provision rather that some credit is allowed on 
taxes for insurance companies that maintain a certain amount of their 
assets and investments in that particular State. 

But that is not discriminatory because of the fact that domestic 
or foreign companies can all get the same credit if they met the same 
requirements. But so far as | know—and I am no authority on the 
laws of all the 48 States, but insofar as I know there are no longer 
any discriminatory statutes that make a distinction between foreign 
and domestic companies. 

Mr. Heperr. Are the fees in other States 
fee in Louisiana as a $2 fee; is that right ? 








you are referring to the 


Mr. Marriyn. Yes, sir; in the life field; yes, sir. 

Mr. Hénerr. What are the fees in other States? 

Mr. Martin. Well, the fees vary. They vary in amount, partic- 
ularly in those States that require examinations of life-insurance 
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agents. The fee is always higher when they require an actual written 
examination. 

And of course theoretically it is to help defray the expenses. 

Mr. Hésert. But what do those fees run in dollars and cents? 

What would be the maximum that they run? 

Mr. Martin. I think they run anywhere from $ 0 $15. 

Mr. Héperr. $15 would be the maximum ? 

Mr. Martin. So far as I know; yes, sir. 

Isn’t that correct, Joe? 

Mr. Navarre (nods). $5. 

Mr. Martin. $5 is customary, and $10 is not unusual. $15 is rather 
rare. 

Mr. Leacerr. It runs $5 and $10. 

Mr. Wicker. Excuse me Just a minute, Mr. Chairman. In Virginia, 
for example, the fee is the same—2 for life agents and where we 
have examination, which are for casualty and fire, $5. And that is 
comparable throughout the United States. There are very few excep- 
tions. 

Mr. Heserr. All right, Mr. Martin. 

Mr. Navarre. I would like to point up here. I think at this point 
it would be appropriate to note that 30 States of the 48 States require 
a written examination of the life-insurance agent. In addition to 
what Mr. Martin says is required in Louisiana they must pass a writ- 
ten examination. And in those States where they do not require a 
written examination, some of them require a certificate from the 
company which licenses them that they have satisfactorily completed 
a course of instruction, the standards for which are approved by the 
insurance department. 

Mr. Mitter. Is there any difference between a soliciting agent or an 
agent and general agent in supervision ? 

Mr. Martin. Not for purposes of licensing. 

Mr. Mintzer. Not for purposes of licensing ? 

Mr. Martin. Nor for regulation. It is more a question of the 
commissioner receiving. 

Mr. Leecett. That is right. 

Mr. Martin. The general agent usually solicits and then he has 
agents who solicit for him and he gets an overriding commission. 

Mr. Mitzer. You do not distinguish between general 
soliciting agents, in your discussion of fees. 

Mr. Martin. No, sir: we do not. 

Now, the other question that I mentioned a few moments ago is re- 
quiring the companies to be licensed in addition to the agent—unless 
you have some more questions about the agent himself. 

Mr. H&énerr. No more cuestions. 

Mr. Martin. The company should also be licensed by the State 
in which the installation is situated, because it then provides the State 
insurance department with complete supervision over the whole oper- 
ation. It enables the State in which the military installation is situ- 
ated to afford the members of the military services the same protection 
that is actually afforded to the citizens of the State of the reservation. 

And I think that is what we should all hope to achieve. 

Now, it stands to reason that the capital requirements of insurance 
companies for civilian purposes might be reasonable if set at a certain 
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figure insofar as the ordinary civilian population is concerned but 
then it may be wholly inadequate insofar as the military personnel is 
concerned. 

And we believe that on capital requirements—— 

Mr. Hésert. Mr. Martin, we will have to interrupt. 

Mr. Marttn. Yes, sir. 

Mr. Hézert. The committee will recess until we return from the 
rollcall. 

Mr. Marttn. Yes, sir. 

Mr. Courtney. In approximately 15 minutes. 

Mr. Hésert. 15 minutes. 

( Recess. ) 

Mr. Hésert. The committee will come to order. 

Mr. Martin? 

Mr. Martin. Mr. Chairman, I am going to conclude with one 
sentence insofar as the requirement that the company be licensed, by 
saying that what we advocate in that case is the same thing that we 
advocate insofar as the agent is concerned, and that is that the service- 
men should be afforded at least the same protection that civilians are 
afforded off the reservation. 

Now, considering the overseas proposition, I would like to make it 
plain, that in that respect I am feeling my way. I am positive about 
everything else I told you because we have been studying that for a 
long time. 

And I certainly don’t hope to find some magic solution to the prob- 
lem overseas, but I have analyzed it along with Commissioner Navarre, 
who I don’t think has been identified yet. He is chairman of the 
executive committee—— 

Mr. Leccerr. Yes, he did. 

Mr. Martin. And the other gentlemen who are here. 

Your problem, of course, is more difficult when you consider it 
from the overseas standpoint because of the lack of State supervisory 
officials or Government officials that are set up to do the job in the 
foreign countries. 

What we would like to suggest to you, as coming from the National 
Association of Insurance Commissioners, is first that the Defense De- 
partment avail themselves of the full cooperation and assistance of the 
State insurance commissioners, which we are offering now, and re- 
peating the same offer we have made several times previously. 

I would suggest that the Defense Department might request of the 
president of the National Association of Insurance Commissioners 
that he appoint a committee of State insurance commissioners to meet 
with and to have full authority to advise and make recommendations 
to the Defense Department. ‘That those conferences should endeavor 
to develop minimum standard requirements to be determined by the 
Defense Department officials insofar as qualification of agents are 
concerned, and companies that are to operate on the foreign installa- 
tions. 

We would suggest that the final directive or law, whichever form 
it might take, would in addition to prescribing qualifications for 
agents and companies prescribe the necessary procedure for policing, 
for determining violations, for effectively prosecuting and penalizing 
both agents and companies for any violation of the requirements. 
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I would suggest that the necessary time and effort should go into 
the preparation of this directive to simplify it to the extent that the 
duties and functions of the commanding officers or the insurance offi- 
cials on the foreign military installations should be ministerial rather 
than discretionary. 

I mean by that that here in the Defense Department in Washington 
or in some division of the Defense Department, the qualification of 
agents should be determined and the minimum requirements for insur- 
ance companies should be determined and individual names of agents 
who are qualified should be furnished to the commanding officers 
as well as the names of insurance companies that have applied for 
and been certified as eligible to transact the business of insurance on 
those foreign bases. 

Mr. Hess. Then I take it, Mr. Martin, that you agree with one of 
the suggestions from an area commander— 
to establish a list of companies at the Department of Defense level who are 
authorized to solicit military personnel on a base. 

Mr. Martin. Definitely. I don’t think you can do it any other way. 

I think if you will take the annual statement of any insurance com- 
pany that is required to be filed with the State insurance department, 
you can readily verify for yourself that you can’t and should not 
expect the commanding officer on these bases to determine the eligi- 
bility of the agent or of the company. 

It is far too involved. 

You have—well, you have but to go into any insurance department. 
I have studied it for years, but I wouldn’t dare to arrive at a con- 
clusion myself on an actuarial question, involving an insurance com- 
pany, or the adequacy of a premium to continue that company in 
operation. 

There are many provisions of law that I would be qualified to pass 
upon, but still we retain expert attorneys to consider those things. 

We retain expert accountants to study the accounting angle of it, 
and other technical advisers. 

It is a full-time job for a number of experts—not for one individual 
doing it as a part or in his spare time. As I said in the beginning, 
you just can’t expect to make insurance commissioners out of com- 
manding officers. And I think through the procedure that we are 
suggesting here, and the cooperation of some of the State insurance 
commissioners, and the Defense Department, you could arrive at a 
directive that would require the functions of the commanding officers 
to be ministerial, rather than discretionary. 

Mr. Courtney. I notice from the nods of your head, Commissioner 
Navarre, that you associate yourself with the suggestion of Mr. 
Martin? 

Mr. Navarre. Yes, sir. 

Not only are they my personal feelings, but we have discussed this 
thing in view of this problem—we have been able to arrive at no easy 
solution, other than to face up to the realism of what is presented by 
these extraterritorial hrm and we feel it has to be centralized 
in an office of responsibility that will take the place so to speak insofar 
as the Armed Forces in foreign lands are concerned, of the insurance 
department in the continental United States. 
se Mr. Courrnry. In the several States of the continental United 

tates ? 
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Mr. Navarre. Yes; that is right. 

Mr. Hess. Is that a unanimous reaction of your association ? 

Mr. Navarre. I am speaking for myself, and the others here can 
deny it if they don’t feel so. Is that not right, gentlemen / 

Mr. Leecerr. That is right. 

Mr. Hépverr. How about the commissioner from Virginia ? 

Mr. Bow xs. Yes, sir. 

Mr. Hess. Has it been taken up by your association in convention ? 

Mr. Martin. No, sir. 

Mr. Hess. It has not. 

Mr. Martin. No, sir. I said in the beginning we were feeling our 
way and simply making suggestions to you. Those of us who would 
appear here—you see, we meet twice a year, in June and in December, 
and we have had no meeting since the time you have requested us to 
appear here. 

So the president and dean of the association have exercised their 
prerogative of asking Mr. Navarre and I to come with them, and to 
give you our individual views. 

Mr. Hess. But the five of you are in agreement ? 

Mr. Martin. Now, on the first part of my testimony, that has been 
passed upon by the association. 

Mr. Leecerr. That is right. 

Mr. Heperr. Yes, sir. 

Mr. Martin. That is why I said I am definite about everything I 
have told you about the continental United States. That is the unani- 
mous opinion insofar as we have been able to determine it from our 
official records of the insurance commissioners association. 

Mr. Hess. Of the 48 States? 

Mr. Wicker. Right. 

Mr. Leacerr. Yes, sir. 

Mr. Martin. Yes, sir. 

Mr. Héserr. Now, the 48 States and the insurance commissioner of 
each State is a supervisory commissioner. 

Mr. Martin. Yes, sir. 

Mr. Heéserr. And a regulatory commissioner ? 

Mr. Martin. Yes, sir. 

Mr. H&eerr. In other words, you are the policeman of the insur- 
ance business ? 

Mr. Martin. Yes, sir. 

Mr. Héserr. Of the several States? 

Mr. Martin. Yes, sir. 

Mr. Hépnerr. You are the experts on enforcement? 

Mr. Lecoerr. That is right. 

Mr. Martin. Even at home, Mr. Chairman. [Laughter.] 

Mr. Héserr. I am glad you got that in the record, Mr. Martin, 
because some people have some quaint ideas about the enforcement of 
law in Louisiana. 

Mr. Martin. Yes, sir. [Laughter.] We have detected that in 
recent months. [Further laughter. ] 

Mr. Héserr. Thank you gentlemen, very much 








Mr. Courtney. May I ask a question, Mr. Chairman? 

Mr. Heeverr. All right, Mr. Courtney. 

Mr. Courrnrey. There has come to the attention of the committee, 
Mr. Chairman, a directive from the United States Army, Europe, 
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dated June 28, 1955, and on the subject we have just been discussing 
I read the rule which is prescribed in this directive with respect to the 
licensing of agents. 

Among the other things that an agent is required to certify to, in 
addition to his State certificate or Territorial certificate as the case 
may be in the notarization of his association with the company for 
whom he proposes to sell, is this: I read subparagraph 5 from para- 
graph 6 (b). It says: 

The applicant must give evidence of “adequate professional and ethical quali- 

fication to engage in the sale and service of life insurance, to include a minimum 
of 12 months in an active life insurance solicitation in the United States.” 
Now, I would like to ask, if you are able to form an opinion in the 
first presentation of this subject in this room, whether you could give 
the committee the benefit of your opinion upon the fairness or the 
efficacy of such a requirement ? 

Mr. Martrn. I think it is good. 

Mr. Courtney. What do you say, Commissioner ? 

Mr. Leccerr. We agree with it. 

Mr. Bowes. We are thoroughly in accord with it. 

Mr. Courrney. Are you in favor of it, Mr. Navarre? 

Mr. Navarre. I think some time element should be involved. 
Whether it is a year or not is merely a matter of individual judgment. 

Mr. CourtNey. Someone has to arrive at the time, and it is a matter 
of judgment. 

Mr. Navarre. It gives you the time to get some maturity of action 
under your license, and that is important, because you get a little 
opportunity to develop some evidence as to the character of business, 
and the type of operation that the agent performed. 

Mr. Courtney. Within the continental limits / 

Mr. Navarre. Yes. 

Mr. Wicker. Yes. 

Mr. Martin. Mr. Chairman, with your permission, I would like to 
have leave to introduce in this record pages 422, 423, 424, 425, and 
426 of the printed proceedings of the 94th annual convention of 1953, 
under the heading of “Sale of Insurance on Military Installations.” 
There are only 4 or 5 pages there that give the gist of what I have 
testified to here today. 

Mr. Héverr. Without objection, it will be filed as part of your testi- 
mony, Mr. Martin. 

(The proceedings are as follows :) 


SALE OF INSURANCE ON MILITARY INSTALLATIONS 


I wish now to report on the work of a special committee appointed to advise 
in a matter of exceptional interest to all of us—a problem particularly vexing 
because we, as commissioners, have no authority or jurisdiction whatever over 
it. It concerns itself with a small but active group of companies and agents 
operating on military installations. 

While there are countless numbers of insurance companies and agents operat- 
ing in a wholly sound manner in the public interest on these installations, the 
activities of some of this small group have been referred to in a national maga- 
zine as the fleecing of our Korean GI's. The fleecing process has also been 
termed a “racket,” a “clear-cut fraud,” and other names—none complimentary 
but all appropriate. 

As you well know, I am talking about the reported abuses in connection with 
the sale of commercial life insurance on military installations. 
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In this “drama,” the role of the individual State supervisory officials, as 
well as that of the National Association of Insurance Commissioners, is familiar 
to all of you. You have followed the story from the beginning. But let me 
relate the most recent chapter. 

In the past, my predecessors earnestly worked with Federal Government 
officials in this connection. They sought to arrive at some means of stamping 
out the evil being done to servicemen by some companies and unscrupulous 
agents whose “beat” is the military base—as reflected by the files of the De- 
fense Department. 

In the effort to maintain on our part the same spirit of cooperation, when I 
became president, I appointed, at the request of the Defense Department, a 
special committee to deal with this serious problem. We, too, hoped to devise 
some method of curbing the abuses. 

Here let me say that I have the highest praise for the NAIC members ap- 
pointed to this special committee. They include our vice president, D. D. 
Murphy, of South Carolina, as chairman; Warren Gaffney, of New Jersey; and 
Spalding Southall, of Kentucky. Mr. Southall was later replaced by Donald 
Dickey, of Oklahoma, when Mr. Southall resigned. 

Likewise, I want to compliment the representatives of the Defense Department 
assigned to discuss the problem with us. They tried diligently and con- 
scientiously to arrive at a solution. 

Notwithstanding this splendid attitude on their part, however, and the sin- 
cerity of purpose on both sides, I regret, that, in my opinion, the conclusion 
reached by the Defense Department, and the directives it issued on the sub- 
ject, will not accomplish the desired result. At best, we have been given only 
a partial remedy. 

Our special committee, at its first meeting with the Defense Department, pro- 
posed what they felt to be the logical solution. They recommended the adoption 
of a plan that would afford personnel at military installations the same pro- 
tection in the purchase of life insurance as that given both civilians and mili- 
tary personnel off such installations. 

This, it was pointed out, could be done with varying degrees of effectiveness 
through any one of three different proposals. 

First, that military personnel be given limited insurance regulatory protection 
by requiring the soliciting agent to be licensed by the State in which the installa- 
tion is located. 

Second, that the agent and company selling insurance on military installa- 
tions be licensed by the State in which the installation is located. 

Third, that the sale of life insurance on the installations be banned, thereby 
giving State insurance departments complete jurisdiction over the sale of life 
insurance in their respective States. 

Why the Defense Department did not adopt one of these proposals is a sub- 
ject on which I am not authorized to speak. 

I repeat, however, my belief that the officials designated take final action on the 
matter acted in good faith. 

The significant thing to the American public, and to us, is: Will the Defense 
Department’s directive cure the abuses? 

In my opinion, the answer is an emphatic “No.” 

My first reason for this opinion is an axiomatic one. For well over 100 years 
here in the United States it has been recognized that, because insurance is 
clothed with the public interest, it must be supervised by government. 

And when we speak of supervision, we do not mean feeble or half-way meas- 
ures. Supervision of insurance sales must be careful and complete, with penal 
provisions attached, if it is to be effective. 

As we know, most insurance companies and agents are of the desirable type. 
But experience has shown that in these areas where there has been no govern- 
mental supervision, some agents and some companies will not be of the desirable 
type and will indulge in abuses. 

My second reason for doubt is that the material provisions of the Defense 
Department’s directive constitute within themselves an attempt by the Depart- 
ment to regulate the activities of both insurance agents, and companies. There- 
fore, the directive is violative in spirit and intent, if not the plain language, of 

Public Law 15, which provides that “the continued regulation and taxation by 
the several States of the business of insurance is in the public interest.” 

One of the greatest offenses reported involves rank misrepresentation of 
policy forms and coverages by agents (or those representing themselves as 
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agents). Off the installation, the penalty for such offenses would be the sus- 
pension or revocation of the license of an authorized agent; or prosecution in 
the criminal courts in the case of an unlicensed person acting as an agent. In 
such cases, as a matter of routine procedure, the State regulatory officials would 
be apprised of such action, and they could exercise their jurisdiction. 

But under the directive of the Defense Department, neither the penalty of 
revocation nor the criminal prosecution applies. 

In substance, there is no effective penalty provision for violations in the 
directive. It is merely contemplated that if reported misrepresentations are 
of sufficient number and gravity, and if the commanding officer should find the 
action justified, then the offending agent would be banned from further solicita- 
tion on the base. 

So actually the door is left wide open for unscrupulous agents and companies 
to go on working their frauds on military personnel. The abuses could continue 
with nothing more drastic in the way of action than the issuance by commanding 
officers of cease and desist orders. The undesirable agents could easily be 
replaced with other equally or more undesirable ones. 

Even more serious is a second evil—the writing, by companies with extremely 
small capital, of great numbers of military personnel in the same outfit, and 
their issuance to these servicemen of policies that contain no war Clauses. 

Now, I am aware that at least one State of the 48 permits the writing of 
life insurance by companies with comparatively small capital. But the laws 
of even that State must have been drafted with the view of serving civilians 
in many walks of life. That is quite different from the situation at the military 
base—a mass concentration of people at one location and all in the same classi- 
fication as to risk. 

The writing of a large percentage of the total of a company’s policies under 
such circumstances is obviously not sound insurance practice. And while the 
Defense Department’s directive purports to establish some policy form require- 
ments and some minimum standards, it does not and cannot make good business 
out of what is obviously unsound underwriting. 

I realize, of course, that the present directive is more desirable than none 
at all. It admittedly has some good points. For example, commanding officers 
will henceforth be required to make periodic reports so that a systematic file 
of any complaints and reported irregularities may be kept. 

The question now arises as to what should be our next step. As in all cases, 
in the final analaysis, commissioners will take the action that they consider 
appropriate for their own State. 

While it is true that we have no jurisdiction over military installations, we 
do have conscientious interest in there being complete protection of the public 
at all times and in all places. 

Moreover, there is widespread belief that we do have jurisdiction. That is 
another reason why we neither want merely to stand by and watch nor have 
public opinion ascribe that position to us. 

So, we come back to the question: What should be our next step? 

I believe at the outset that we should look at the situation squarely as it exists. 
We have been advised by officials of the Defense Department that this directive 
is their final action and will remain effective until such time as in their opinion 
experience requires its amendment. 

While I do not believe the directive will be effective, I do believe that we should 
both individually and collectively exert every effort to make it serve the public 
interest. Here are some ways in which that can be done. 

First, I would suggest that you authorize and direct your incoming president 
to appoint a special committee to cooperate and advise with Defense Depart- 
ment officials when they request such cooperation and advice. 

Secondly, I direct your attention to those portions of the directive which 
provide that agents soliciting commercial life insurance on military installa- 
tions, where there is concurrent jurisdiction between the State and Federal 
Government, must be licensed by the State department in which the installation 
is situated. 

I also remind you that at the request of our special committee, the Defense 
Department transmitted to us a legal definition of “concurrent” jurisdiction. By 
applying this definition, State supervisory officials can determine those military 
installations in their State on which there is concurrent jurisdiction. 

It is my suggestion that the commissioners do this as quickly as possible 
and impose their supervisory jurisdiction to the fullest extent without delay. 
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Third, I direct your attention to those positions of the directive which advise 
commanding officers to “take full advantage of the expert knowledge and ex- 
perience of the local State insurance commissioners.” 

It is to be expected that this advice will be taken by the commanding and 
insurance officers on the installations and, when that is done, certainly all 
facilities of the State insurance departments should be made available to these 
officers. 

Fourth, and tinally, I would suggest to you that while the Defense Department 
is trying out the effectiveness of its regulation, and the State insurance depart- 
ments are trying out the effectiveness of having jurisdiction over the agents on 
the bases where there is concurrent jurisdiction, this association should give 
consideration to the desirability of launching a long-range program designed 
ultimately to insure full and complete supervision by the State regulatory of- 
ficials of the sale of commercial life insurance to military personnel, whenever 
located. 

One effective method by which this could be accomplished would be through 
a simple amendment to the uniform unauthorized insurers’ law proposed and 
approved by the national association of insurance commissioners. 

As you know, this statute works on a reciprocal basis and commissioners 
are empowered to prohibit Companies organized under laws of their State from 
soliciting insurance on residents or risks located in other States where such 
insurer is not authorized, provided such State also has in effect this uniform 
statute. 

The present uniform statute could be amended so that it would grant the 
same power where a person or risks was located within the geographical limits 
of the State, specifically including United States Government military installa- 
tions in such States. Such a statute adopted by all States and properly en- 
forced would insure regulation by the State commissioners. 

Before leaving the subject of the sale of commercial life insurance on military 
installations, I want to repeat a statement I made at several zone meetings: 

“Until the problem is finally solved, we should continue to point out to the 
general public the division of jurisdiction between the State and the Federal 
Government. We should emphasize the fact that corrective measures must 
emanate from the Defense Department.” 


Mr. Martin. And also, the statement I filed with the committee in 
advance of the hearring. 
(The statement follows :) 


STATEMENT OF WADE O. MarrTIN, JR. 


Mr. Chairman and gentlemen of the committee, I am Wade O. Martin, Jr., 
secretary of state and insurance commissioner of the State of Louisiana. I have 
served in these capacities for more than 11 years and I believe I know something 
about the problems of insurance regulation. I assure you that those problems 
are many and varied and are not the kinds of problems which either you or I 
or anyone else can solve in his spare time. 

I wonder, though, if the authors of the Defense Department directive, dated 
May 27, 1953, relative to the solicitation of insurance on military reservations, 
did not consider that insurance regulation was a function that a commanding 
officer could perform when he got around to it and when he didn’t have any other 
duties pressing for his attention. The problems confronting military com- 
manders are also many and varied and it rather startles me that the Depart- 
ment of Defense could actually believe that a five-page directive to a base com- 
mander would endow him with the knowledge, the experience, and the guidance 
he would require to adequately regulate the sale of insurance on a reservation 
under his command. 

Let me put it another way. If any of us here should be suddenly confronted 
with the question, How many insurance commissioners are there in the United 
States?, I think we would not hesitate to say that there are 48 such commis- 
sioners. However, we would only need to read the aforementioned 5-page direc- 
tive of May 27, 1953, and we might be disposed to revise the figure upward and 
say that perhaps there are nearer 500 insurance commissioners in the United 
States. There can be no doubt about it; the directive of May 27, 1958, consti- 
tuted every commander of a military base, whether it be Army, Navy, Air Force, 
or Marine Corp, as nothing less than an insurance commissioner. 
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It seems wholly unrealistic to me that any number of insurance commissioners 
could be expected to prevent abuse and otherwise regulate the sale of insurance 
within their jurisdictions with only a five-page insurance code to follow as a 
guide. I assure you that there is no phase of insurance regulation about which 
the necessary rules can be stated thusly. 

Military planning is ordinarily a procedure which requires meticulous attention 
to detail and broad contemplation of every contingency. We can readily imagine 
the plight of the battle commander whose orders for a whole war are written 
on five pages. I don’t believe his army would be very well organized or that 
his supply ships would arrive on schedule. 

By the same token, I can assure you that none of the State insurance com- 
missioners would even begin the job of insurance regulation in his State with 
only a five-page law to administer. 

As I have stated, I have served as insurance commissioner of Louisiana for 
more than 11 years. During that time, with the assistance of my staff, the 
insurance laws of the State were codified and reenacted. 

The job, from start to finish, consumed more than 3 years and the Louisiana 
Insurance Code is printed on 285 pages. The labors of the 3-year period men- 
tioned were largely comprehensive efforts to anticipate contingencies, define 
evils, and provide prudent measures to prevent those evils on the one hand, or 
to invoke appropriate penalties on the other. Even so, I am confronted daily 
with situations which require the exefcise of discretion on matters not anticipated 
by our insurance code. In the exercise of such discretion, it is necessary to refer 
not only to my own experience in the field of insurance regulation, but also to 
the experience of the other State commissioners, to the studies of experts on the 
subject and to the decisions of the courts reached after due deliberation. 

I submit to this committee that these are the guides which any insurance com- 
missioner must rely upon and that the full facilities for evolving an orderly 
policy of insurance regulation may be derived only from the sources indicated. 

The problem which this committee is now considering will never be solved by 
making all military commanders insurance commissioners. It is not as simple 
as that and the wonder is that abuses have not been more widespread than the 
record indicates. 

What is the answer to the situation? I can only say to the committee what I 
had occasion to say to the Defense Department about 3 years ago. At that time, 
I had the honor to serve as president of the NAIC and in that capacity I appointed 
a special committee to study this problem in conjunction with the Department 
of National Defense. We tried to demonstrate to officials of the Department 
that the only working machinery to which any of us might look to cut a pattern 
for the regulation of insurance sales on military reservations, was the insurance 
departments of the several States. Without laboring the details of our pro- 
posals, we suggested either that the agents and insurers should be denied access 
to military installations unless they were licened by the laws of the States where 
such installations were situated, or that insurance sales on such reservations be 
forbidden altogether, thus placing the regulation of insurance sales to service- 
men clearly within the jurisdiction of the respective State insurance depart- 
ments. For my part, I am still of the opinion that we were on the right track and 
that this policy should be pursued in approaching a solution to the problem. 

The Congress itself has said as much, by virtue of the enactment of the well- 
known Public Law 15, 79th Congress. It was recognized in that statute that the 
continued regulation of insurance by the several States was in the public interest. 
Just why such regulation should be in the public interest as a whole but not 
in the public interest of the serviceman escapes me altogether. 

In closing, I should add that I stand ready to collaborate with the appro- 
priate officials of the Department of National Defense, and with the commanders 
of military installations located in my State, toward any end that will prevent 
abuse of service personnel. 


“Mr. Hiperr. I understand Mr. Bowles has a prepared statement 
he would like to file. 

Mr. Wicker. Yes, sir. If the chairman will please, and the gentle- 
men of the committee, we would like very much for you to hear from 


Commissioner Bowles. 
Mr. Héserr. All right. 
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STATEMENT OF GEORGE A. BOWLES, COMMISSIONER OF INSURANCE 
IN VIRGINIA 


Mr. Bowxes. Mr. Chairman, my name is George A. Bowles. I have 
been commissioner of insurance in Virginia, and am now, for the past 
25 years. 

I may add, with one exception, I am the oldest insurance commis- 
sioner in the United States in point of service and I am sorry to say 
in point of years. 

I would like to say that we strongly urge legislation providing that 
in the continental United States and the Territories, no company shall 
be permitted to sell insurance on a Federal reservation located within 
the contines of these States or Territories unless both company and 
agent are licensed by the insurance department of that State or ‘Terri- 
tory, regardless of whether or not the Federal reservation is under the 
exclusive or concurrent jurisdiction of the Federal Government. 

Mr. Chairman, it may be old fashioned, as we in Virginia are, but 
just the same we believe that the men and women in the uniform of 
their country deserve just as much protection as the civilians. And 
that is what our recommendation would accomplish. 

It is a deplorable situation when any irresponsible agent, who hap- 
pens to hold a license issued by some distant State, can enter a Federal 
installation and sell insurance issued by a company with utterly inade- 
quate assets, can make as many fraudulent misrepresentations as he 
desires, can take the soldier’s money or allotment for insurance that 
is practically worthless, and no one can do anything about it. Such 
fraud is hardly possible in case of civilians. It should not be possible 
in case of soldiers and sailors. 

Now, Mr. Chairman, I hope no one gets any idea that our advocacy 
of this law is influenced by any consideration of State revenue. Our 
agent’s license fee is only $2 per year. If all the unlicensed agents 
now preying on gullible soldiers and sailors in Virginia were com- 
pelled to take out licenses, the revenue to Virginia would be nominal. 
And the initial annual license fee for an insurance company is a maxi- 
mum of only $200; and the fees in other States are comparable. 

Gentlemen, the present situation is unjustifiable. The Government 
drafts men into service. It provides reasonable protection for them 
in other lines. But in the matter of insurance, it leaves them practi- 
cally naked so far as reasonable protection is concerned. We urge 
you to take appropriate action. 

I was very much impressed, Mr. Chairman, by the illustration you 
drew this morning as to lawyers and doctors and other professional 
people having to take out a license before they can do business. 

I think that is good and proper. And that is what we are trying to 
do here today, for the protection of these boys. 

I have two boys overseas. One of them is or has been making a pro- 
fession of a soldier’s life. I spent a lot of money on that boy educating 
him. He has college degrees, but he has gone back in the service. But 
I hope and I certainly believe—I certainly hope he will not prostitute 
his profession as a soldier to go out and prey on these boys and by 
duress, implied or otherwise, get these boys to take insurance that we 
don't believe is sound. 

In fact, we know it is not sound in many cases. 
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Mr. Chairman, with your permission, I should now like to introduce 
former State Senator John J. Wicker, Jr., of Richmond, Va., who has 
been appointed counsel for the Commonwealth of Virginia in this 
matter by the State corporation commission, with the approval of the 
Governor and the attorney general. 

Senator Wicker is especially qualified to speak on this subject since 
he was one of the founders of the American Legion and is a member 
of the insurance law council of the American Bar Association. 

I take pleasure in presenting to you former Senator Wicker of 
Virginia. 

Mr. Héserr. All right. 

Mr. Wicker. May I be heard, Mr. Chairman, briefly ? 

Mr. Héperr. Yes. 


‘STATEMENT OF JOHN J. WICKER, JR., SPECIAL COUNSEL FOR THE 
COMMONWEALTH OF VIRGINIA 






















Mr. Wicker. Mr. Chairman and gentlemen, the remarks I am about 
to make while directed specifically to Virginia are also applicable in 
a large measure to other States. 
. Like many other States, Virginia has quite a number of Federal 
installations, with a concentration of large numbers of military and 
naval personnel. This makes the situation all the more serious. 
Insurance cannot be solicited or sold anywhere in Virginia by un- 
licensed companies or by unlicensed agents except on Federal installa- 


























tions. In order to procure a license in Virginia, an insurance com- 
pany must satisfy the State corporation commission, acting through 
; its bureau of insurance, that it is solvent; that its reserves are sufficient 


to satisfy claims as they mature; and that its operations shall be in 
conformity with laws pertaining to the regulation of insurance com- 
panies and their agents. 

In addition, the company must make a deposit of securities in Vir- 
ginia, or in its home State, for the protection of its policyholders. 
Likewise, the agent must be of good character and properly certified 
by the licensed insurance company that he seeks to represent as an 
agent. 

If any licensed company or licensed agent is guilty of misrepre- 
sentation or other wrongful conduct, appropriate steps can be taken 





4 immediately, which usually result in correcting the situation, as well 
: as in punishing the wrongdoer. 
: However, the principal value of requiring both company and agent 


to be licensed by, and subject to supervision and control of, the State 
wherein the insurance solicitation occurs, lies in the fact that such re- 
quirement is a strong deterrent against misrepresentation and other 
evil practices. 

In other words, it is a preventive which affords valuable protection 
to the insurance-buying public. 

As the chairman or some member of the committee I think this 
morning remarked, this would be locking the stable door before the 
horse was stolen, to prevent the theft rather than seeking to catch 
the thief afterward and perhaps recover the stolen property. 

Unfortunately, as the matter: now stands, this protection is denied 
to service personnel on Federal installations located in Virginia, and 
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other States, over which exclusive jurisdiction has been ceded to the 
United States, because existing Department of Defense regulations 
do not require any license qualifications for either company or agent 
under the laws of the State where the installation is located (except 
where that State has retained jurisdiction) but merely require as to 
license qualifications, that the company and its agents be “licensed in 
any State or the District of Columbia.” 

There exists, therefore, a very unfair discrimination against serv- 
ice personnel located on the various Federal installations in Virginia 
and other States. Our bureau of insurance cannot extend to service 
personnel the valuable protection it extends to all civilians. 

The existing discrimination would be removed and the present situa- 
tion greatly improved if it was required as a prerequisite to the sale 
of insurance on Federal installations within the continental United 
States, that both the company and the agent must be licensed by the 
insurance department of the State in which the Federal installation 
is located. 

The requirement of State licensing would be of invaluable assist- 
ance to Department of Defense personnel charged with the enforce- 
ment of appropriate regulation of insurance sales. 

The enforcement of the current regulation imposes upon officers 
charged with its enforcement the burden of determining whether a 
particular installation is under exclusive Federal jurisdiction, concur- 
rent Federal and State jurisdiction, or State jurisdiction only. 

The status of a particular installation as to jurisdiction is frequently 
nebulous and not clear cut. 

Just oianpnotent, I say I know of one installation in Virginia with 
a large number of troops that has been acquired by the Federal Gov- 
ernment at various times. 

On part of it the Federal Government has exclusive jurisdiction. 
On part of it the State has retained practically exclusive jurisdiction. 

On another part of it or parts of it, the jurisdiction is concurrent 
and the man would have to get a survey or—and go around—the 
officers—and put up lines and marks to determine just what plots are 
those governed solely by Federal regulations, which are concurrent 
and which—on which the State has retained some jurisdiction. 

Obviously, that is impossible as a practical matter and it is also 
impossible to determine where a man is going to solicit insurance, 
whether he is going to step with his right foot on a piece of ground 
where Virginia has retained exclusive jurisdiction and on his left foot 
he is on a piece of ground where the jurisdiction is exclusively Federal 
or is concurrent. 

On which does the act of solicitation occur ? 

It depends on whether he talks out of the right side or left side 
of his mouth. 

By way of illustration, a situation arose recently in Virginia where 
permission was given to representatives of unlicensed companies to 
solicit life insurance on this particular installation before the officer 
granting this permission ascertained that the particular installation 
in question was actually under concurrent Federal and State juris- 
diction. 

And I said by the illustration, there are bases in Virginia parts of 
which are under exclusive Federal jurisdiction and parts of which are 
under concurrent Federal and State jurisdiction. 
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In addition, current regulations require that life policies sold on 
Federal installations must meet certain reserve requirements. It is 
next to impossible for military personnel, that may not be familiar 
with actuarial science and may not have available all the necessary 
financial statements and other pertinent data, to determine whether 
these requirements have been met. 

I have been practicing over 40 years. Most of my practice has been 
in insurance law. Isuppose that perhaps I am a little more acquainted 
with insurance law and insurance practice than the average lawyer 
down in Virginia. 

But I have no hesitancy in saying to this committee that if there 
were presented to me the current Department of Defense regulations 
and I was in uniform and assigned as the insurance officer, if you 
please, to pass on qualifications of companies and agents seeking to 
solicit insurance in the command with which I was connected, and if 
they presented to me also not only notarized certificates of companies 
required by the regulations but suppose they brought in to me certified 
copies of the detailed financial statements of the company, I would 
not dare try and compare the two and undertake to render an opinion 
as to whether or not that company with its financial status, its practices 
and policies, met the qualifications of the directive. 

Now, gentlemen, if a lawyer with over 40 years’ experience dealing 
chiefly in insurance matters and one who served in the Army here 
and overseas is not qualified to do it, how in God’s world can you 
expect the average officer, military or naval, who happens to be 
designated for the purpose to interpret those regulations and to pass 
on the qualifications do company and say whether or not the com- 
pany and agent are qualified in accordance with those regulations ? 

It is utterly and obviously impractical and impossible. 

But, if what the commissioners are recommending were adopted 
and enforced, then the problem would be simple. 

Because the insurance department of the State in which the insur- 
ance transaction takes place and the solicitation is made, is equipped 
with actuaries, accountants, and with trained lawyers who do nothing 
but that—and they have all the reports and they have also conventional 
examinations made by several diflerent insurance departments of other 
States of these companies. 

They are able to look, and they are able to say, “Yes; this company 
as far as we can humanly ascertain is solvent, is able to meet its claims; 
it has set up the proper reserves, it is under proper management, and 
it is reasonable to allow them, that this company, through proper 
agents to solicit insurance.” 

That is what we are asking. 

Now, we don’t believe that State licensing, that we recommend, 
that is licensing by the State in which the installations where the so- 
licitation occurs is physically located, would constitute a cure-all. Of 
course, it would not. No law would. There isn’t a law that has ever 
been passed by any legislative body, State or Federal, that is abso- 
lutely perfect. 

Some crooks will circumvent any law. But this regulation would 
eliminate and prevent a great many of the existing evils which now 
are permitted to be perpetrated without any possible preventive under 
the existing status. 
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Now it is said, of course, that there is a law, Federal law, and that 


they can be prosecuted. But go into any district attorney’s office,. 


United States district attorney’s office, with a case where a man has 
imposed upon a soldier or soldiers and has fraudulently represented 
his policy to be one thing, gotten the money, and then the policy turns 
out to be otherwise. What can the district attorney do? 

In the first place, he has a long list of cases waiting prosecution. 
In the next place, he says, “Well, I have to present it to a grand jury; 
where are the witnesses?” 

Now, the witnesses, by the time it gets around to the district at- 
torney, the chances are the witnesses have gone overseas or gone some- 
where else. He can’t do anything. But even if he had them, the only 
thing he could do would be to present an indictment, and by the time 
the thing came to trial all he could do would be to perhaps punish 
this one agent. 

But the damage would be unrectified and certainly would not be 
prevented. 

Now, it is said whether this would work a hardship. Well, in Vir- 


ginia we only have three Virginia companies. We have hundreds of 


companies licensed in Virginia to sell life insurance, but only three of 
them are Virginia companies. 

So we are not pleading for Virginia companies. 

And the same situation exists in the other States. 

The companies that are offending and the companies that would 
be required to submit their data and be passed upon, and the agents 
that would be required that are now unlicensed to submit themselves 
and be passed upon are very, very few in number, very small, an 
infinitesimal percentage. 

They are like the criminal element that constitutes less than 1 or 2 
percent of our civilian population, but we have to have our police 
department and courts because of them. 

And I want to file with you gentlemen, if I may, as a concrete ex- 
emple to bear out what I say, this: Here is a blank entitled “Annual 
statement of the”—it is blank. 

I did not use any particular company, because I did not want it to 
look like we are putting one company on the rack. But here is an 
annual statement that is required to be filed by insurance companies 
in any State in which it is licensed. 

That statement is standard. It has been adopted by the National 
Association of Insurance Commissioners. It comprises 42 detailed 
printed pages, very large—around about 16 by 24 inches in size. 

There are schedules that run all the way to schedules T and X and 
some schedules have various parts. 

The questions and answers in there are so detailed, so intricate, 
that I believe anyone, certainly you gentlemen of the committee who 





look at this and any other intelligent examiner that looks at it will 


agree that I have made a perfectly proper and correct statement when 
I say that it is next to impossible to expect any officer in addition to 
his other duties in the Military or Naval Establishment, even if he 
had this firsthand data available, to look at it, evaluate it, and say 
whether or not that company was solvent, could meet. its claims as 
they matured, was setting aside the reserve required by the current 
defense regulations, and should be licensed. 
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I would like very much for members of the committee to just take 
a look at that. 


Mr. Hésert. You want to leave that with the committee, Mr. 
Wicker? 

Mr. Wicker. Yes, sir; I would like to file that with the committee. 
T think you will find it very illuminating to look over. 

Thank you very much. 

Mr. Courtney. Mr. Wicker, would you consider the problem would 
be in any way approached by requiring the commanding officer to 
examine such a statement bimonthly ? 

Mr. Wicker (laughing). Well, if the commanding officer anywhere 
examined such a statement as that, with all due respect to him I do 
not think he would know any more at the end than he did at the 
beginning. And furthermore, I think that his regulatory duties would 
certainly suffer. 

Mr. Héperr. Well, thank you gentlemen very much for your coop- 
eration and testimony today. 

Mr. Courtney. Mr. Chairman, I would like to ask one question of 
the commissioners. It has not been touched upon in the course of 
their presentation thus far. It is within the area of consideration 
by the subcommittee. 

And that is whet comment if any they have to make on the—or 
suggestion they would have to make upon the use of the allotment 
form as it is permitted under Federal law and military regulations. 

Mr. Leccerr. Mr. Navarre? 

Mr. Navarre. Mr. Chairman, I believe I am speaking for the com- 
missioners appearing before you at this hearing today when I say 
that we have considered that matter because you outlined it this 
morning as one of the areas of consideration, and we have determined 
that that is a matter of public policy, for the determination of the 
Congress, and should not be a matter for determination or considera- 
tion by us. 

Mr. Courrnry. By State officials? 

Mr. Leacerr. That is right. It does not come under regulations. 

Mr. Courtney. One question if I may ask Mr. Wicker, I think. 

One of the suggestions made to the committee was that if companies 
for any reason, financial or otherwise, did not choose to become licensed 
in the host State—we will use the word for want of a better one 
that they might by contract agree that the venue for suit, for either 
misrepresentation in such instances as you may have spoken of or 
with reference to any of the terms and conditions of the policy, 
might be ceded or conceded by contract to the State of residence 
of the insured, as an alternative to the requirement of State licensing. 

Do you have an opinion on that subject ? 

Mr. Wicker. Yes, sir. I think that it would be perhaps an im- 
provement over the present situation, but it would be so slight an 
Improvement that it would be difficult to detect it with the naked eye 
in experience. 

After all, take a company that is organized—some States permit 
a company to be organized with 10 or 20,000 dollars in capital, in 
surplus. They would be perfectly willing, a company like that, 
if they can go in and sell $1 million of insurance, as some of them 
have, unlicensed—what do they care about being sued by the residents 
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By the time a death claim arises, a suit is not going to bother them. 

After all, a judgment would not be collectible because their assets 
are so utterly inadequate that they could not be licensed properly to 
get in there. 

And that is not true—that would violate the standard or cardinal 
principle that the commissioners, as I understand it, are trying to 
present to this committee, and that is we want the Congress and 
the Defense Department to provide to the men in uniform the same 
protection you provide to the people in civilian clothes. 

Now you don’t allow a company to come:into Virginia, Michigan, 
California, or any other State and sell insurance when it is not ade- 
quately financed, adequately staffed, simply because they say, “Well, 
we will file a waiver and allow ourseves to be sued at the residence of 
the policyholder.” 

So since we don’t allow it—and it is not allowed by any State 

Mr. Courrney. Or the District of Columbia? 

Mr. Wicker. Or the District of Columbia as to civilians, surely it 
should not be allowed as to men in uniform, where the risk is much 
greater. 

As you understand, in insurance—the principle of insurance is 
spreading the risk. 

When you go in and insure and sell a lot of insurance policies in one 
particular ship’s company or one particular regiment, you are con- 
centrating that risk. 

There is really a need for greater reserve and greater strength 
there than there is selling civilians. So if we don’t permit it and it 
is not permitted by any State as to civilians, surely it should not be 
permitted as to folks in uniform. 

Mr. Hérerr. Thank you again. We appreciate your cooperation. 

Mr. Courrney. Mr. Glenn and Mr. Dowell. 

Mr. Glenn and Mr. Dowell and Mr. 

Mr. Kunn. Accompanied by Mr. Clem. 

Mr. Courrney. Mr. Clem. 

Now, will you gentlemen be seated around the table, please. 

Mr. He&serr. Will you gentlemen identify yourselves clockwise? 

Mr. Courtney. For the record. 

Mr. Glenn first, please. 

Mr. Guenn. Mr. Chairman and members of the committee, my name 
is Henry Glenn. Iam associate general counsel of the Life Insurance 
Association of America. 

I have with me here today Mr. Dudley Dowell 

Mr. Héserr. May I interrupt? Tell us who the Life Insurance 
Association of America is. 

Mr. Guenn. All right, sir. Actually, I don’t appear on behalf of 
that association alone. I appear both as a representative of the Amer- 
ican Life Convention and the Life Insurance Association, a joint 
submission. 

Mr. Héperr. Tell us what they are. 
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STATEMENT AND TESTIMONY OF HENRY GLENN, ASSOCIATE GEN- 
ERAL COUNSEL OF THE LIFE INSURANCE ASSOCIATION OF 
AMERICA 


Mr. GLENN. The Life Insurance Association is located in New York 
City. The American Life Convention is located in Chicago. They 
have joint offices at 1701 K Street in Washington, D.C. 

These two organizations have a combined membership of 252 life- 
insurance companies representing approximately 98 percent of all the 
legal reserve life insurance in America. 

This statement is filed with this committee in connection with the 
earings announced to consider recommendations dealing with abuses 
found in connection with the solicitation and sale of commercial life 
insurance on military installations. 

At this point, if Tmay, Mr. Chairman, I would like to introduce my 
colleagues here, Mr. Dudley Dowell, of the New York Life Insurance 
(‘o., executive vice president, who will also appear on behalf of both 
organizations, and will speak specifically to the allotment question. 

Mr. Clem has been together with us for the past week, working on 
our statements. Some of the problems we will touch upon involve the 
underwriting principles in life insurance. He is a highly qualified 
actuary and we feel we will have information, if you so desire, which 
the committee would like to have. 

Mr. Courtney. Mr. Clem’s first name for the record, Mr. Glenn ? 

Mr. Guenn. Walter Clem. He is senior vice president and actuary 
of the Equitable Life Assurance Society of the United States. 

I will not touch upon the allotment question here because Mr. Dow- 
ell will review that, but rather I would refer to 2 or 3 of your other 
recommendations as developed and reported in the June 15 press 
release. 

Generally speaking, we feel that the findings of your investigations 
overseas justify the concern expressed by your committee. While we 
concur in some of your committee recommendations to remedy the 
situation there, we do not believe that the root of the difficulty lies in 
the allotment system. It is believed that the objectives of your com- 
mittee should be to eliminate the basic causes of the abuses found, and 
not to disturb long-recognized beneficial procedures designed pur- 
posely to encourage the development of sound savings and estate 
plans through life insurance, for members of our armed services. 

We turn now to the two specific areas to which your subcommittee 
has given consideration. It appears that these may be discussed as 
follows: 

(1) Licensing of companies and agents; 
(2) Venue and the interpretation of the contract. 

I will have some general suggestions to make when f get through 
with the two specific items covered by your committee. 

It is the view of our two organizations that the enforcement of 
sound licensing and supervisory procedures is the key to eliminating 
the abuses uncovered by your committee. 

Pursuant to present regulations of the Defense Department, a com- 
pany licensed in any State is permitted to solicit business on military 
installations located anywhere. Prior to the issuance of this regula- 
tion several years ago, representations were made to the Defense Es- 
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tablishment by the National Association of Insurance Commissioners, 
and by our two organizations, that companies and their agents so- 
liciting military business be required to be licensed and supervised by 
the State insurance departments of each State where such solicitation 
takes place. This is still our view. This licensing procedure would 
make possible proper policing activities by State insurance depart- 
ments and supervisory company representatives in the jurisdiction 
where business is solicited. It would also bring into operation laws 
against misrepresentations, rebates, and further apply the full force 
of fair trade practice statutory controls which are now law in most 
States, to all companies and their agents operating on a military res- 
ervation. Through the cooperation of commanders and insurance de- 
partments—and let me interject there, if I may, Mr. Chairman, to say 
I think that is essential. I don’t think the job can be carried alone 
by insurance departments. I think there must be very close coopera- 
tion in policing the business on these military installations. But 
through their cooperation, effective means would be immediately 
available to eliminate questionable sales practices which may exist in 
this country. We, therefore, concur in your recommendation No. 2 
as set forth in the press release from this committee dated June 18, 
1955. 

Since companies represented in our two organizations do not par- 
ticipate in the overseas insurance activities, we hesitate to comment 
upon operations there. 

Mr. Hésert. May I interrupt? 

Of the 250 companies, legal reserve companies, that are members 
of this organization, not one of those 250 participated in the Euro- 
pean theater of operations ? 

Mr. GLENN. Sir, I will answer you to the best of my knowledge. I 
know of no one that does. 

Mr. Courrney. Well, that does not mean, Mr. Glenn, that you do 
not have insurance upon military personnel; does it? 

Mr. GLENN. Oh, heavens no; we have millions and millions, 

Mr. H&ésert. No. The question was the European theater. 

Mr. Guenn. Yes. It means that we are not currently soliciting in 
the overseas market. Now, a great number over there have been 
underwritten in this country prior to leaving. 

Mr. Héserr. No, no; your answer was responsive to the question. 
We understand it. 

Mr. Guenn. Yes. On the other hand, it is recognized that ques- 
tionable practices reflect upon the entire life-insurance business. It 
is in this latter respect that we comment upon the additional recom- 
mendations made by your committee as the result of the investigations 
overseas. 

Solicitation of commercial life insurance on overseas military instal- 
lations; 1-year qualification test for agents: 

In the committee’s press release of June 13, 1955, it is stated that 
your subcommittee will recommend that no agent be permitted to sell 
insurance unless he has passed a qualification test of at least 1 year 
in one of the States. Perhaps the abuses found in overseas installa- 
tions have justified some such qualification period in order to prevent 
loose company practices in appointing the adventurer or the unquali- 
fied to invade the overseas market where he would be free from State 
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statutory controls and insurance department supervision. While our 
views upon this subject would not be as informed as those coming from 
companies which have had experience in the overseas oper ations, the 
l-year period seems unduly restrictive. We would suggest ‘that 
6 months would be more appropriate and accomplish all that is in- 
tended by this recommendation. It seems to us that that period is 
sufficient to allow any person to be trained by his company. Here, 
again, we should like ‘to emphasize that it is not so much the period of 
time during which a man has been licensed as an agent as it is the 
selection, training, and supervision which the agent undergoes. 
Equally important are such other factors as character, reput: tion of 
the company he is to represent, its sales practices, and its financial 
condition. 

I would say, departing from my prepared statement, that the latter 
list. of things is far more important than any actual 1-year period 
or 6-month period or 2-day period, sir, whatever you may choose. 

I turn now to the venue and the interpretation of the contract. 

A third recommendation of your subcommittee would require a 
company to contract with the policyholder to consent to jurisdiction 
in the State of the soldier’s residence and to consent that the terms 
of its policy will be interpreted according to the laws of the State of 
residence of the policyholder. This recommendation undoubtedly 
resulted from abuses growing out of the solicitation of commercial life 
“nsurance on overseas military installations. ‘These abuses have been 
principally related to misrepresentations in the sale of the policy, 
or so we are informed. 

We doubt that the suggested remedy is very practical. We do not 
believe the answer to this problem is found in establishing an artificial 
‘urisdiction in the State of a soldier’s residence. The company may 
or may not be doing business in that jurisdiction. 

Based upon the published re ports as to those companies whose oper- 
ations have lent themselves to the alleged abuses, such companies are 
«uthorized to do business in relatively ‘few jurisdictions; some in only 
one. Even if a judgment were obtained in the State of a soldier’s 
residence, it would then become necessary to enforce that judgment 
against the assets of the company, which, of course, are located in the 
domiciliary State of the company. 

Mr. Courrnry. Mr. Glenn, isn’t a claimant in a better position with 
a judgment in his hands than he would be merely with a claim? 

Mr. Guenn. Oh, of course he is, Mr. Courtney. That is readily 
admitted. 

I speak now to the question of these alleged abuses. If they are 
bad—and they seem to be bad—I would think that you could string 
a lawsuit out for a long, long time. Witnesses are difficult to obtain. 
They may live in farflung j jurisdictions, away from the soldier’s resi- 
dence. Witnesses die. They move away. Misrepresentations and 
things of that nature are the most difficult things in the world to 
prove. You just don’t do it by one witness. 

Mr. Hess. You may eventually have to prove it in a lawsuit. 

Mr. GLENN. That is correct, sir. 

Mr. Hess. And it would be a great deal easier for the soldier to 
prove it in his own home or home State rather than to travel from 
Maine to California or from Washington to Florida to do that. 

Mr. GiEenn. That, sir, I will readily admit. 
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I point out in that connection for such consideration as it may 
deserve by your committee that America has somewhat of a transitory 
population. We are great migrators. Few of us ever live in one 
State all of our lives. Many of us move in middle age. Some move 
in childhood. And some move at other times. It is just as difficult 
today for the average citizen who does move around to establish 
jurisdiction as it would be for the soldier in this particular case. 

I just don’t think it is an answer, a very practical answer to the 
problem. 

I am coming to what I think is the practical answer to it, sir. I 
believe, if I may shorten this part of my statement a little bit, from 
what I have heard or we have heard, these claims are based principally 
on misrepresentation. They probably involve no more than $50 or 
$100 at most—4 or 5 premiums before the soldier cancels out and his 
allotment stops. 

Mr. Hess. [t might be a death benefit that won't be paid. 

Mr. Guenn. That is possible. That is an exception to my general 
statement here. In these small amounts, I doubt very seriously—and 
experience I think has proven this—that it would be of much use to 
the soldier to be able to enter a suit for $50 or $100. Most of them 
just won't do it. And so therefore we feel—and this is intended to 
be entirely helpful and not obstructive of the operations that you 
ure trying to get at, sir—we feel that the answer to it lies in preventing 
these abuses before they happen. 

They lie in establishing sound licensing procedures by your Defense 
Department and by your military commanders, and in this country 
in cooperation with the insurance commissioners, which will prevent 
these types of things from getting loose and running amuck among 
unsuspecting people. 

Mr. Hess. The case of closing the door before the horse gets out. 

Mr. Guenn. That is correct. 

In conclusion, we have commented only upon the specific recom- 
mendations of your committee. As representatives of companies 
which have the vast majority of life insurance in force, the committee 
might well expect further suggestions from us designed to prevent 
abuses of the kind which have been uncovered by your committee. 
There are certainly other aveas which could be explored. And by 
exploration here, if I may interject again, IT mean explored by your 
committee, by the Defense Department and in cooperation with the 
insurance commissioners, with technical experts in the field of life 
insurance, so that sound solutions can be reached. Because I don’t 
think that any of the solutions are easily arrived at. I think they 
must be considered very, very seriously before some workable rule 
which is fair to all concerned and fair to the boy, the soldier primarily, 
may be arrived at. 

Some of these include such initial qualification tests or require- 
ments, to be employed by the Defense Department, or by local com- 
manders pursuant to Defense Department directives, such as: 

(1) As a safety factor, the establishment of a maximum per- 
centage of military business to be held by a company in relation 
to its total business: 

(2) Bonding of agents operating in overseas installations; 

(3) A requirement for a company doing business in the over- 
seas installations to maintain a resident salaried manager for 
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foreign operations who would be empowered to adjust and settle 
disputes ; 

(4) Initial clearance of the company by the Department of 
Defense in the Pentagon before commencing solicitation on 
foreign installations. Our two organizations recognize the im- 
portance of a satisfactory solution to these important questions. 
We offer you our technical assistance for purposes of discussion 
and in the development of sound solutions to be recommended 
to the Department of Defense for adoption. 

Let me, with your permission, sum up the points that we have 
made: 

(1) We approve the committee’s recommendation, for military in- 
stallations located in this country and its possessions, that companies 
and agents doing business on such instailations be required to be 
licensed by and be under the supervision of the insurance depart- 
ment in the State where the installation is located. 

(2) The key to the problem is to be found in sound licensing and 
policing procedures to be followed by States and military commanders 
in the United States and by military installations overseas. 

(3) It would be a disservice to the soldier who wishes to plan 
soundly for his financial security through savings and life insurance 
to disturb the allotment system through which he now is enabled to 
provide for such a program. 

(4) The requirement that agents go through a definite qualification 
period in this country prior to soliciting business overseas seems justi- 
tied in view of the abuses uncovered overseas. 

(5) The establishment of artificial jurisdictions for the enforce- 
ment of legal remedies seems of little practical value. The remedy 
lies in establishing licensing and policing standards which will make 
impossible—or at least minimize—the possibility of business being 
written on the lives of servicemen on other than sound and ethical 
standards, 

We appreciate greatly the opportunity of appearing before your 
committee and we stand ready to cooperate with you in reaching 
sound solutions to the important problems under consideration. 

Mr. Héserr. Thank you very much. Now, may I ask you one 
question ¢ 

What percentage of the companies—just give me a horseback figure. 
1 don’t expect you to give an accurate figure. What percentage of 
military imsurance is written by the companies, the 250 companies 
in your 2 organizations? Are you in position to estimate ? 

Mr. GLENN. No, sir, I have no figures on that. It would be a 
difficult thing to ascertain. I suppose it could be ascertained by send- 
ing out a questionnaire. 

Mr. Heéserr. Well, could you give any figure of the so-called old- 
line companies ? 

Mr. GLENN. I would turn that question to Mr. Clem or Mr. Dowell, 
because they follow these matters much more closely than I do, as an 
association man, 

Mr. Hepeerr. I wonder if either of those two gentlemen could 
answer that question. : 

Mr. Ciem. I can answer for the Equitable Life, sir. 

Mr. Hepnerr. I think—it is a small company doing business in 
America; isn’t it ? 
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Mr. Ciem. Well, we haven’t a very large percentage compared 
with some other companies. We have a little over $100 million on the 
lives of people in the military service at the present time. 

Mr. Hiserr. What percentage of your business is that? 

Mr. Crem. That is about 1 percent of our business. Currently, 
we are writing at the rate of about 214 percent on our new business. 
It is a small percentage, a smaller percentage than many, many other 
large companies. 

Mr. Héverr. Do you have any other percentage figures here? Any 
company individuals here, of the so-called major companies? 

Mr. Courtney. Mr. Dowell. 

Mr. Dower... We are doing between 5 and 6—— 

Mr. Hésertr. Your company is? 

Mr. Dowreii. New York Life Insurance Co. We are writing at 
the rate, this year—it varies from year to year, depending on the 
Military Establishment. We are writing from 5 to 6 percent of our 
total. Actually it is increasing. It is probably 6 percent of our total 
business. This year it will run possibly $100 million. 

Mr. Ifénerr. In order to keep the chronological situation before 
us—and I will depart from the witnesses to ask any other repre- 
sentatives of individual insurance companies in the room. 

Mr. Kunn. Mr. Crippen from Acacia. 

Mr. Hé&eserr. Will you arise here and identify yourself for the 
purpose of the record and answer the question which you just heard 
me ask the other gentlemen ? 

Mr. Crivren. My name is L. A. Crippen. I am the vice president 
and actuary of the Acacia Mutual, which has its home office here in 
Washington, D. C. 

Mr. Heserr. What percentage of military insurance does Acacia 
write? 

Mr. Crreren. At the present time, on the insurance in force, the 
percentage is approximately 15 percent and on new sales it is approxi- 
mately 20 percent. 

Mr. Hénerr. Thank you, sir. 

Any other company represented here, small or large? 

(Show of hands.) 

Mr. Corrman. I can’t assist you, so I won’t identify myself as I 
can’t answer the question. 

Mr. Héverr. What company ? 

Mr. Corrman. American Life Insurance Co., Birmingham, Ala. 

Mr. Hererr. What percentage ? 

Mr. Corrman. I couldn't answer the question. Iam acknowledging 
your request as a representative being here. I couldn’t answer it, so 
I won't identify myself. 

Mr. Hepverr. All right, let’s continue with the witnesses. 

Mr. Courtney. | think we might as well proceed with Mr. Dowell 
how. 

Are you ready now, Mr. Dowell 4 
Mr. Dowe.. Yes, sir. 
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STATEMENT AND TESTIMONY OF DUDLEY DOWELL, EXECUTIVE 
VICE PRESIDENT OF THE NEW YORK LIFE INSURANCE C0. 


My name is Dudley Dowell. I am the executive vice president of 
the New York Life Insurance Co., New York City, and I appear here 
today to make and to file this statement on behalf of the Americs an 
Life Convention and the Life Insurance Association of America, 2 of 
the insurance associations that Mr. Glenn says have a combined mem- 
bership of 252 companies, representing approximately 98 percent of 
the legal reserve life insurance in force in the United States. 

This statement is filed with the Subcommittee for Special Investiga- 
tions of the House Committee on Armed Services in connection with 
the hearings announced to consider recommendations dealing with 
abuses found in connection with the solicitation and sale of commer- 
cial life insurance on military installations. 

I certainly appreciate the opportunity to appear before you and to 
discuss, in particular, the so-called allotment system for the payment 
of insurance premiums. 

I feel that I can speak with some familiarity on this subject because 
of my 34 years’ experience in our business, first as an agent and as a 
manager in the field, and in recent years, as a home office executive in 
overall charge of the sales operations of my company. While neces- 
sarily my experience has been with my own company, I speak here 
today on behalf of all companies represented in the two major insur- 
ance associations. 

The allotment question has been raised by your committee princi- 
pally because nearly all sales of life insurance to servicemen in Kurope 
have been made on the allotment system. Apparently there is some 
thought that because this system has been of advantage to those respon- 
sible for the type of sales operation which the committee, with good 
reason, has found objectionable, the operation of the allotment system 
itself should be materially restricted. 

Before reaching any such conclusion, however, I hope your commit- 
tee will give this matter the most careful consideration, for I believe 
it has far- reaching implications—implications that go well beyond 
the immediate military problem in which you are interested. 

In your consideration of this question, it is important to know that 
our service establishments have long recognized the utility of the 
allotment system in providing a method whereby the serviceman may 
make timely and regular payments for a few specifically listed pur- 
poses, deemed essential, we assume, to encourage savings, to provide 
for dependents, and to provide for the liquidation of certain debts. 

Actually it goes back to the Spanish-American War, when for the 
first time United States soldiers were sent to foreign soil. At that 
time the War Department undertook to act as financial agent for 
the men during their absence. 

So, on March 2, 1899, the 55th Congress passed the basic law under 
which allotments of pay are administered today. Amendments have 
since been added to broaden the law and make it more flexible. 

The permissible purposes for which allotments may be made are evi- 
denced most recently by Department of Defense Directive No. 7330.1 
of January 19, 1954. It permits voluntary allotments for— 

1. Purchase of United States savings bonds. 
Premiums for insurance on the life of the allotter only. 
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3. Repayments of loans to service relief societies, and to the 
American Red Cross. 
4. Support of dependents of enlisted personnel. 
5. Payments to banking institutions for savings and checking 
accounts, and for application to retirement or accumulation funds. 
6. Repayment. of loans obtained to purchase a home. 
7. Voluntary liquidation of indebtedness to the United States. 

It is perfectly obvious, of course, that the purposes for which a 
voluntary allotment may be made are very limited, and embrace only 
such items as are immediately recognizable as basically essential to 
the welfare of the serviceman and his family. I should like to explain 
why we feel it is essential that life insurance purchased by the service- 
man should be paid for in this way. 

At the outset, let me say that I am sure it is unnecessary to labor 
at length before your committee the widespread utilization by em- 
ployers and employees in civilian life of the salary or payroll deduc- 
tion method of meeting certain fixed commitments. 

Today a substantial amount of life insurance is paid for in just that 
way. This system performs a function often demanded by employees. 
and gladly undertaken by emplovers in the fulfillment of a social need. 

To be sure, you may say that the cost of such a system upon private 
employers is something different than having the Government, at the 
expense of the taxpayers generally, bear the cost of collection, book- 
keeping, and remittance procedures, which ordinarily would be as- 
sumed by an insurance company in collecting regular premiums from 
civilian policy owners. 

However, the nature of the serviceman’s occupation, involving as it 
does relatively smaller incomes, frequent transfers. and stations 
throughout the world, makes the allotment procedure far more neces- 
sary and socially desirable in his case than in civilian occupations, if 
we accept the principle that life insurance is a good thing for him and 
his family. 

I suggest to you that the cost of this service is a valid obligation for 
the Government. to assume on behalf of the men and women serving 
in our country’s armed services. 

Let us see how this works, so far as insurance premiums are con- 
cerned. From the individual serviceman’s point of view, the value of 
an allotment for life-insurance purposes lies chiefly in its simplicity 
and in the fact that it relieves him of many difficulties in keeping his 
premium payments up to date. 

With frequent changes of address, service assignments of indefinite 
duration, and possibly limited opportunities and facilities for the 
handling of personal affairs, the problems connected with direct 
payment of premiums are often considerably greater for the man in 
the Armed Forces than they are for the civilian. 

For example, unless every change of address is reported notices 
and other mail from the company may be delayed in reaching him. 

Similarly, a temporary interruption of pay during a change in as- 
signment may interfere with his ability to make timely remittance of 
a premium. Contingencies of this kind are generally unforeseeable 
and beyond the serviceman’s control. They place an added burden 
upon him if he must maintain direct payments to the insurance com- 
pany as he moves from place to place. 
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On the other hand, an allotment once made remains in effect until 
it is countermanded, guaranteeing continuity without further action 
by the individual and operating quite independently of his current 
status. 

It is in the interest of the soldier and his family that he establish 
as early as possible a sound program through life insurance, for either 
savings or protection, which will follow him into civilian life. As he 
grows 5 older, the cost of life insurance increases. Equally important 
is the possibility of becoming uninsurable at an older age. 

From the standpoint of the serviceman’s morale, nothing contributes 
thereto so much as knowledge that he has financial security for himself 
and his family. Yet few in the armed services would secure necessary 
life-insurance protection for their families, or save their funds, were 
it not for the orderly system of allotting so much each month out of 
their service pay for these purposes. 

It is an invaluable aid—in fact, the only practical one available— 
to servicemen in providing for the long-range protection for their 
families. 

Briefly, without it they just would not have life insurance. 

The companies’ ability to offer insurance at standard premium rates 
to most military personnel is largely a result of the allotment proce- 
dure and the consequent absence of major administrative complica- 
tions. In the absence of Government allotments, these policies would 
give rise to substantially more than the average amount of expense for 
recordkeeping and correspondence. 

They would also be subject to a high rate of termination, often in- 
voluntary, with restoration procedures frequently complicated by dif- 
ficulties in establishing contact with the insured. 

Let me now turn in more detail to the matter of sales to men and 
women in the Armed Forces, generally referred to as “military busi- 
ness.” Such business, in our company, currently represents about 5 
percent of our total annual sales. All of our military business has 
been written in the United States, and all of it was written by our 
own agents licensed in the State where the insurance was sold, and 
our company, incidentally, is licensed in the 48 States and 2 Terri- 
tories, Alaska and Hawaii. 

As far as we are concerned, it is good quality business, brought to 
us by our own trained sales force and sold in the same way as our other 
business. We are glad and proud that among the policy owners it is 
our privilege to serve, there are many thousands of men and women 
who wear our country’s uniform. 

I would like to underscore one fact in particular about this mili- 
tary business: Nearly all of it is on the allotment basis. As of May 
31, 1955, there were 52,979 New York Life policies kept in force by 
Government allotment payments and the monthly tot: al of premiums 
received from various Government agencies was $832.505. Remit- 
tances are currently being received from the Silla! t nited States 
Army, United States Navy, United States Marine Corps, United 
States Coast Guard, United States Air Force, United States Army 
(retired), United States Air Force (retired). 

I do not have information as to the aggregate number of life-insur- 
ance policies, sold like ours in America by regularly licensed agents, 
which are now being kept in force by allotment payments made by 
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all of the above agencies to all American companies. Considering the 
figures for New York Life alone, it must be an impressive total. 

Nor do I, nor does anyone else, have information as to how much 
of this life-insurance protection for the families of servicemen would 
not exist except for the allotment system under which it was pur- 
chased and is being maintained. 

The fact is that this method of paying for life insurance is espe- 
cially important to the servicemen. Few of them can readily pay in 
advance the annual premiums for the amount of insurance they need 
and want. Like many civilians better off than they are, they can’t buy 
except on the installment plan. 

Now, if the payroll deduction or salary plan is important in civilian 
life because it is so convenient and helpful, how much more is this true 
in the case of those serving in the Armed Forces. 

My boy was in the Marine C orps in Korea and I can recall that, 
there were many times when he could not have conveniently stepped 
around to the post office to send off a money order for the monthly 
premium on his insurance policy. I am sure all of you could say 
the same of young men in your own family. 

In conclusion, then, I would urge this committee to go slowly and 
to consider all the broad implic ations before 1 recommending any action 
with respect to the present allotment system under which service men 
and women can now buy and pay for their life insurance. Let me 
ari up the points I have made: 

The payment of life-insurance premiums by an employer for his 
Fa es on a payroll deduction basis is well established in this 
country. New York Life has been receiving allotment checks for 
insurance premiums since 1923 from private companies, and since 
1927 from one of the country’s largest employers, the United States 
Armed Forces. 

2. There is even more reason why this same system, which is so 
valuable to employees in civilian life, should be available to the men 
and women who are serving in the Armed Forces. 

To me it would not seem fair to eliminate the allotment system 
in the Armed Forces; nor to change or restrict it in such a way as 
virtually to defeat the very purpose it is intended to serve. 

I am thinking, for example, of the suggestion that this method for 
paying insurance premiums shall not be made available until the 

second year of a policy. 

What would this mean? Here is young John Smith, working in 
a plant or office back home, able to buy the life insurance he needs 
on the familiar, convenient pay-as-you-go monthly installment plan— 
through the s: alary allotment system. 

And here is his brother Joe, who goes into uniform, leaves home for 
places unknown, works for less pay, and has even greater reason to 
want life insurance. 

Should he, or should he not, have at least as good an opportunity 
as his brother to buy it? I think he should. It just does not seem 
right to me to say that he deserves less. 

"Thank you. 

Mr. Courtney. Mr. Chairman ? 

Mr. Hésertr. Thank you very much. I may say, speaking for the 
Chair, you have a convert. 

Mr. Dowett. Sir? 
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Mr. Héeserr. I say, speaking for the Chair, you have a convert. 

Mr. Hess. Here is another one. 

Mr. Dowe.Li. Thank you. 

Mr. Courrney. Mr. Dowell, I would like to ask a couple of ques- 
tions. 

Mr. Dowe tt. Yes, sir. 

Mr. Courrnery. On the area with which the committee is concerned, 
and the abuses to which you have made reference and the committee 
made reference, with reference to the allotment plan. 

The evidence in the record which was given to you was that agents 
of these various companies were given allotment blank forms. 

Mr. Dowext. That is right. 

Mr. Courtney. Freely. 

Mr. Dowett. Yes. 

Mr. Courtney. One of them had a whole package in his possession. 
Half of them were signed and were not turned in before his services 
were terminated. 

(Mr. Dowell nods.) 

Mr. Courtney. Do you think it would be feasible or desirable, with- 
out destroying the system but rather to protect it, to place some restric- 
tion upon access to the allotment form or some curtailment in the 
method by which it could be invoked by the serviceman ¢ 

Mr. Dowet. Well, I haven’t solicited military business in my work 
as an agent. But I do think it is wrong for them to overprint them 
and distribute them in wholesale lots, as was done, until I understand 
Anna Rosenberg’s directive in 1951. 

Mr. Courtney. Well, apparently the directive didn’t take hold, be- 
‘ause there were barrels of them in Europe. 

Mr. Doweti. Well, I do think they should be restricted like any 
other form as important as that. 

I think for qualified agents—and I am not sure what the practice 
is In various commands or bases in this country now. But I think 
for qualified agents—25 of our agents do about 90 percent of our 
military business, and many of them are large producers. Their whole 
livelihood is at stake in maintaining a good reputation on that base. 
And if there was no objection to them having 4 or 5, just as they 
carry change of beneficiary forms of our company and other forms 
that are important, I don’t think it would lend itself necessarily to 
any abuse. Because at some time or other the soldier has to sign it 
or the serviceman has to sign it. Now, he could go probably to the pay 
office or some office on the establishment and get it. 

Mr. Courtney. In one of the overseas commands the restriction 
has been placed which requires that the allotment form be signed in 
the presence of the commanding officer and I believe one of the oflicers 
in headquarters before it can become valid. In other words, the sol- 
dier has to take an affirmative action on his part. It just isn’t waved 
in front of him for signature. He has to do something affirmative in 
order to indicate that he is invoking this privilege and fully under- 
stands what he is doing. 

Do you believe that restrictions of that kind or curtailment of that 
kind would in any way upset the allotment system and the benefits 
which you described in the course of your testimony ? 

Mr. Dowe... I can’t answer from personal experience. I know 
this, that we probably exact more control over our military business 
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than we do our civilian business because of the area for misunder- 
standing. And any charge of misrepresentation, after a man goes 
overseas, or misunderstanding, the question is always resolved in favor 
of the serviceman. That is the penalty of doing military business. 
We immediately refund the premium. For that reason, 1 think our 
agents— 

Mr. Courtney. Isthat a matter of company policy ? 

Mr. Doweti. Yes. So I can’t say, because I havent’ had any ex- 
perience at all. 

Mr. Courtney. Well, considering what you have learned from 
what transpired in Europe, would you consider that it would upset 
the allotment system or deny a privilege that a soldier should have to 
place some restrictions or make some curtailment of the free and un- 
restricted use of the allotment form in the hands of an agent? 

Mr. Dowey. That is right. And as far as signing it in the pres- 
ence of an officer, I think that might—and I am speaking simply as 
an executive officer of the company and not as an agent. 

Mr. Courtney. We are asking for your good opinion. 

Mr. Dowett. I would say, as an officer of the company, I wouldn’t 
oppose a requirement that an enlisted man—if an enlisted man was 
solicited and he had to sign his allotment in the presence of an officer, 
I am not so sure that officers would like that because they probably 
feel like they know what they are buying. 

Mr. Courrnrey. Well, one further question. With reference to 
lapses, which we didn’t touch on particularly, in the latest testimony 
taken before this subcommittee, the representatives of the military 
command at Heidelberg were present here and since the subcommit- 
tee’s report in the early part of this year, in January, the testimony 
was before this committee that by checking the lapse rate in several 
of the commands the officers in charge were unable to unearth viola- 
tions of the command’s regulations concerning the use of the allot- 
ment form and the solicitation of business. Do you consider that 
lapsation in the early use of the allotment form has any significance 
which the committee or of which the committee should take notice, 
particularly in view of that last testimony to which I have just 
referred ? 

Mr. Dowrtn. The allotment system is just the facility of payment. 
I think that there are more underlying causes for the lapse of the busi- 
ness than just the use of the allotment system. It may facilitate it. 
I have to admit that. 

Mr. Courtney. You have to admit that. 

Mr. Dowety. Because that is pretty clear in the record. 

Mr. Courrney. I take it, then, that you place your greater emphasis 
upon the quality and qualification of the agent. 

Mr. Dowett. The supervision, selection, and control of the agent, 
in the policing of it. 

Mr. Courtney. Now, would you care to express an opinion to the 
committee as to why your company does not maintain an overseas 
solicitation force? ' 

Mr. Dowet.. I suppose there are several reasons: 

Once, many, many years ago we did European business and we had 
some very unpleasant experiences and got out of our European and 
foreign business many years ago. We have taken the position that we 
won’t do military business where we do not do civilian business. For 
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example, we do not do business in Puerto Rico simply because we are 
not interested in entering the Puerto Rican market for civilian 
business. 

So I suppose that is part of it. 

Another thing is that in this country we are not operating on all bases 
because we are doing what we think is ari adequate amount of mili- 
tary business. 

Mr. Courtney. Well, does the supervision and control you have over 
your agents have anything to do with your decision ¢ 

Mr. Dowet.. Indeed it does, because, for example, if we were going 
to do business even in Puerto Rico, we would have a salaried manager 
who was a direct employee of the company and who had no commission 
overriding interest in the business. 

We operate under the managerial system. That is no reflection on 
the general agency system because I think they are just as diligent in 
controlling their agents. But it happens that we are a managerial 
company and we have salaried managers and in order for us to do 
business there, we would have to have an agency setup. 

Mr. Courtney. I notice, Mr. Chairman, that Mr. Glenn, in the course 
of his presentation, made a reference to that system, of having a re- 
sponsible agent with authority to make on-the-spot settlements. 

Mr. Dowe.tu. I am not sure I agree with Mr. Glenn entirely on that. 
Because the general agency—there are two systems of handling the 
marketing of life insurance in this country, the general agency system 
and the managerial system. ; 

Mr. Courtney. That is a matter of free choice in the company and 
company policy 4 

Mr. Dowett. That isa matter of free cheice. There are good things 
in both. And I think the general agency system has demonstrated its 
efficiency and its adequate control, with your better companies. 

You have general agents over there, as I understand it, in those 
companies that are operating there, and they are probably general 
agents in the sense that a lot of general agents are general ‘agents in 
this country. 

Mr. Courtney. Well, you don’t disagree particularly with Mr. 
Glenn’s suggestion, do you? 

Mr. Doweti. No. I suspect what he means is somebody that is re- 
sponsible and could supervise, or something like that, in behalf of the 
company, rather than a distinction between the managerial and. the 
general agency system; isn’t that correct ? 

Mr. Guenn. That is correct. 

Mr. Courrney. Whether he be a general agent or a manager, it is 
your suggestion and belief, is it, that a person of that kind of respon- 
sibility and with that authority would do much to correct any possible 
abuses in the use, first, of the allotment system, or in misrepresenta- 
tions and other violations of regulations and sound insurance policies ? 

Mr. GLENN. It is my observation, Mr. Courtney, if I may answer 
your question, that I thought that was one of the areas which could 
well be explored by your committee and the Defense Department. 

Mr. Courtney. That is the first time that suggestion has been made 
to the subcommittee, and, as far as I know, it 1s not incorporated in 
any 

Mr. Gienn. I do not know that that is the answer to the problem 
by any means. I merely suggest that as one of the areas we could 
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explore, by your committee or together, to arrive at some sound 
solution. 

Mr. Héserr. Any other statements? 

Mr. Courtney. Do you have any other statement ? 

Mr. Clem? 

Mr. Crem. No, sir. 

Mr. Courrney. Now, is there someone here who could discuss, 
among you, the underwriting policy that would be involved in writing 
military business where a percentage—a large percentage, for exam- 
ple—of a company’s business is exclusively military 4 

Mr. Doweiy. Mr. Clem. 

Mr. Guienn. Mr. Clem, I think, would be the one. 

Mr. Courtney. Mr. Clem, would you care to comment on that ¢ 


TESTIMONY OF WALTER CLEM, SENIOR VICE PRESIDENT AND 
ACTUARY OF THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE 
UNITED STATES 


Mr. Crem. I would like to approach the question, if I may, Counsel, 
Mr. Chairman, and members of the committee, by indicating that the 
percentage which some of the larger companies now write of military 
business is not indicative of the line which they think should be drawn 
from the point of view of the solvency of their companies. 

It is rather, I believe, a desire to hold to what you might call a 
normal or balanced line as between the civilian population and the 
military. 

I conducted a little test recently along those lines. I did this: 

In 1954, I found, for example, that in the Equitable Life, between 
the ages of, say, 25 and 29, we wrote about 414 policies on civilians 
for each 1,000 of the white population in the country. I have taken 
out that kind of ratio at every age group, and then I applied it to the 
age distribution of the Military Establishment. I found that by that 
process, if the military were issued as many policies as the civilians, 
you might expect in our case about 3.8 policies. Multiplying that 
by the Military Establishment, for example, of 3 million, we would 
have a goal, you might say, of something in excess of 11,000 policies 
for the Equitable. 

Now, as a matter of fact, this year we will write somewhere between 
perhaps four and five thousand. 

To us that seems reasonable, considering that in the military each 
ene is covered by national life insurance up to $10,000, and the need 
therefore is not as great, you might say, as those who are in civilian 
life. 

With that consideration, we think that we are probably taking our 
fair share of military business. 

It is not the concern of solvency at the moment that fixes our goal, 
if you like, at the relatively low percentage compared with some other 
companies, but rather that we are insuring them for what we might 
consider their needs, all things taken into account. 

Now, that is not to say that there aren’t good companies writing 
a larger percentage than the company to which I have referred. And 
I don’t think there is any question about their ability to fulfill their 
contracts under all reasonable foreseeable contingencies. 
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But to go to the other extreme, if I were to be asked to advise a 
friend of mine about the purchase of insurance, it wouldn’t matter 
to me how cheap the rate offered would be, if he told me that 95 percent 
of their risks of that company were on exclusively military lives, it 
would be my advice to him to seek a more expensive policy if neces- 
sary In some company that didn’t have that kind of distribution. 

Now, I think it is impossible to arrive at an answer percentagewise 
that says this is the point at which you should not take more military 
risk. The solution to that kind of a problem is going to depend on 
many assumptions about which reasonable men I don’t think would 
agree, 

It would be a function of the time at which you might think the 
third world war would occur. It would be a function of where it 
would break out. It would be a function of what weapons you thought. 
would be brought to bear and at what time and how fast it would 
spread. All those would be factors about which men could agrue 
for months and months. 

And even when they were all set out and evaluated, you would have 
to then look at the individual company’s position as to surplus, its 
outstanding business, and so on, as to how much it could stand in the 
way of military risk. You would have only a hypothetical answer. 

Therefore, 1 do think that it is impossible to give testimony as to 
one percentage that marks a danger line. But certainly there is a 
danger to be guarded against. And I am a believer in the fact that 
if facts are exposed, perhaps that has a good policing effect. 

I think that it might not be amiss if one of the factors that are 
enumerated in the statement left with the purchaser abroad was what 
percentage of military business in the company that he was buying into. 
At least he should know it. And it might be a matter that could be 
returned by the company as a matter of record to any central authority 
that. was looking at the financial condition of the company that was 
soliciting business abroad, even though there were no regulation that 
said this company or that company couldn’t do business on that basis. 

Mr. Courrney. I would like to ask one further question, Mr. Chair- 
man. 

Mr. H&serr. Yes, sir. 

Mr. Courtney. One further question from either of you gentlemen. 

With reference to the licensing of companies for sales abroad and 
agents, for that matter, would it be your opinion that the local com- 
manders, the foreign commanders would be equipped to make a sound 
determination upon the qualification of companies or agents, or would 
it in your opinion contribute to better practice and better policing 
und better service to the serviceman to have that operation performed 
here in Washington or in some central authority such as was suggested 
by the insurance commissioners earlier ? 

Mr. Gurnn. Mr. Courtney, I will try to answer that question. 

I think one of the points that I made in the conclusion of my 
remarks, that that was something to be explored. If you ask me to 
answer the question categorically at this time, I would say no, that 
the commander overseas was not in a position to judge because he 
is not an insurance expert. I would feel that the matter would take 
considerable study on the part of the Defense Establishment, in co- 

operation with the insurance commissioners, the industry, to determine 
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whether or not an issued clearance on the part of the Defense Depart- 
ment would be a wise thing. 

Mr. Courrney. What would you say with respect to agents ? 

Mr. Gienn. I think that would be somewhat of an intolerable 
burden to place upon the Defense Establishment, assuming there 
would be a great number of agents going overseas. 

I think that the Defense Establishment probably could establish a 
rule whereby the company involved, if licensed in a particular State 
or in the District of Columbia, would furnish the evidence that 
the agent had been licensed by that State and passed a qualification 
examination, the Defense Department could take that or the local 
commander could take it pursuant to Defense Department regulations. 
That would be my view. 

Incidentally, one thing that was brought out in Commissioner 
Martin’s testimony this morning, if I may elaborate on it a little bit 
further, is that at the present time some 33 jurisdictions require 
agents prior to being licensed to pass a written examination as to 
their qualification. These tests involve not only the provisions of 
the insurance contracts which they are to sell and general principles 
of life insurance, but they also involve the statutory requirements of 
that State, involving as they do in practically all States, laws against 
rebates, misrepresentations, misleading comparisons and other unfair 
practices which it has been found necessary to police within this 
country so far as the insurance business is concerned. 

Mr. H&éserr. May I ask your curbstone opinion on one suggestion 
which just occurred. 

From a practical solution, obviously—it is certainly my own opin- 
ion—the Pentagon doesn’t want to assume any responsibility. It is 
trying to duck the responsibility. There is no doubt in my mind 
about that. 

Now, with the offer or the tender of cooperation given by the insur- 
ance commissioners, Who represent all the States, don’t you, as a 
practical insurance man, think it would be a feasible plan if the 
insurance commissioners, at the invitation of the Pentagon, would 
appoint, say, a committee of 3 or 4 or 5 insurance commissioners who 
would be sort of an ad hoc committee to pass upon the applicants, 
the insurance companies who desire to sell insurance, for instance, in 
the European theater, with which we are mostly concerned at the 
moment ? 

Do you think that is a practical approach ¢ 

Mr. Guenn. Mr. Chairman, I think it has, to answer you directly, 
the essence of practicability. I unfortunately am not a qualified per- 
son on matters of the Pentagon. I don’t know all the forces that oper- 
ate in the Pentagon. 

Mr. Héperr. No, I don’t expect you to know that. Tam asking you 
as a man with good commonsense in the business world, don’t you think 
it is feasible ? 

Mr. Gienn. I certainly think it is a feasible approach to explore, to 
see whether or not a practical basis can be found for such a procedure. 

Mr. Héserr. We have the boys being drafted by committees. The 
draft board is a selective committee, that tells the Army who it shall 
and shall not take in. It seems to me the application of the principle 
could be applied. 

Mr. Courtney. ( Aside.) 
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Mr. Heéperr. May I ask Mr. Dowell—— 

Mr. Doweit. Well, I was very much impressed with Mr. Martin or 
Commissioner Martin’s suggestion of cooperation with the Defense 
Department. I don’t know what the Defense Department’s problem 
is. But we know that there are other industry committees that they 
work with on the other problems. 

Mr. Hé&eerr. That is what I am indicating, too. 

Mr. Dowreti. And they welcome and solicit the help of other indus- 
try committees in various businesses and trade associations for 
advice. 

Personally, as an individual—and I am not speaking of our own 
company’s position or philosophy—I think it has a lot of merit and it 
is certainly worthy of study because out of it would come some sug- 
gestions for a code that would take care of the policing of the agent 
question, too. 

Mr. Heéserr. Undoubtedly, one thing would come out of it : whether 
the Pentagon really wants to do something about it or whether it 
doesn’t want to do anything about it. That is one question that would 
be answered. 

Mr. Dowett. That is right. 

Mr. Hess. You would have no objection to having some representa- 
tive of your organization represented on a committee such as that, 
would you? 

Mr. Dowett. No. We have welcomed any opportunity we could 
to serve the military forces. 

Mr. Hess. I would like to ask one more question. 

Mr. Héperr. Mr. Hess. 

Mr. Hess. I wanted toask a question of Mr. Glenn. 

I want to refer back for just a minute. 

Mr. Glenn, I believe you said there were 33 States that required 
written examinations for qualification for agents. 

Mr. Guienn. Agents; yes, sir. 

Mr. Hess. Do you have any difficulty finding men who can qualify 
in those States ¢ 

Mr. GLENN. No, sir. 

Mr. Hess. All right. 

Mr. Hénerr. Thank you, gentlemen, very much for your coopera- 
tion. It has been very refr eshing to have had you and the other wit- 
nesses here today. The committee extends its thanks to you. 

The committee will now recess until tomorrow morning at 10 o'clock. 

(Whereupon, at 4:20 p. m., the subcommittee recessed until 10 a. m., 
Friday, July 22, 1955.) 
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SALES OF COMMERCIAL LIFE INSURANCE ON 
MILITARY INSTALLATIONS 


FRIDAY, JULY 29, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 
The subcommittee met at 10 a. m., Hon. F. Edward Hébert (chair- 
man) presiding. 
Mr. Hébert. The committee will come to order, please. 
Mr. Courtney. 
Mr. Courtney. Mr. Chairman, the next scheduled witness is the 
National Association of Life Underwriters. 
Mr. Grayson, will you come forward, please ? 
The statement, I think, has been circulated, Mr. Chairman. 
Now, will you identify yourself fully for the record, Mr. Grayson? 


STATEMENT AND TESTIMONY OF LOUIS J. GRAYSON, CHAIRMAN 
ON AFFAIRS OF VETERANS AND SERVICEMEN FOR THE NATIONAL 
ASSOCIATION ON LIFE UNDERWRITERS 


Mr. Grayson. I am Louis J. Grayson, and I am chairman of the 
committee on affairs of veterans and servicemen for the National Asso- 
ciation of Life Underwriters. 

Now, that organization is a trade association. We have a member- 
ship of 58,000 life-insurance agents throughout the country. And we 
cperate through member associations. 

The association of Monterey, that was referred to in yesterday’s 
earings, is a member of our association. Thousands of our members 
-ell life insurance to military personnel in the United States and 
its Territories, and hundreds of them specialize in this type of business. 

I might add that so far as I know, from the records, no member 
ef our association has ever been barred from any military reservation 
for any unethical practices. With occasional rare exceptions, how- 
ever, none of them operates on military reservations located in for- 
eign countries. Moreover, I should like to make it abundantly clear 
that neither our association nor, so far as I can determine, any of 
our members have any connection with, or sympathy for, the Kuro- 
pean Association of Life Underwriters, which has been one of the 
subjects of your current investigation. 

For the further information of your subcommittee, perhaps I should 
also add that I personally have been engaged full time in the sale of 
life insurance for over 23 years as an agent of the Travelers Insurance 
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Co., principally here in Washington, and that during that period I 
now have on my books over $15 million in life insurance. <A con- 
siderable portion of it is with military personnel. And in addition 
to that, during the main part of World War II, I had the honor to 
be the officer in charge of life insurance on a policy-level basis for 
the Military Establishment of the Army and the Air Force, with the 
rank of lieutenant colonel. 

I am appearing here today in response to an invitation dated July 
14, 1955, which was addressed to my association by direction of your 
chairman, soliciting our views with respect to the following matters : 

1. The qualifications and licensing of agents and companies 
soliciting commercial life insurance sales on military reservations. 

2. The use of Government allotments for the payment of com- 
mercial life-insurance premiums. 

3. Whether the requirements for licensing commercial life- 
insurance companies on military reservations should include pro- 
visions by policy contract for venue and service of process in the 
State of residence of the insured. 

Needless to say, we are deeply appreciative of this invitation, and 
I hope that our statement will prove to be of at least some small help 
to your subcommittee in arriving at ways and means of eliminating 
various abuses in the sale of commercial life insurance to military 
personnel that have resulted from the activities of a small group of 
companies and agents, primarily in the European theater. In this 
connection, we have been advised by vour chairman that you are 
considering recommendations for both regulations and legislation in 
dealing with this problem. We question the need at this stage at least 
for remedial legislation and think that, by and large, the matter can 
be handled by appropriate Defense Department regulations. 

Even though sometimes it is arbitrary in its decisions, I think that 
the Department deserves the right to learn from its own mistakes. 

Mr. Courrney. Well, do you think, Mr. Grayson, if I may inter- 
polate there as you are doing, do you think the time element would 
have any bearing on the actions of this subcommittee ? 

Mr. Grayson. Unquestionably, Mr. Courtney. 

Mr. Courrnry. So if you found a long lag of time between a situ- 
ation requiring attention and the time required to correct it, your 
opinion might be different ? 

Mr. Grayson. Oh, I don’t think there is any question of that. I 
think—I was very happy to hear the comments of the chairman 
yesterday to the Secretary, that in the event the Department did not 
carry out the recommendations of this committee, legislation might 
be sought. 

Mr. Hévert. Having served in the Pentagon, you agree with that 
position ¢ 

Mr. Grayson. Entirely, sir. 

Mr. Heésert. Thank you. 

Mr. Grayson. We agree entirely to that. Our only hope is that 
the Department may have learned its lesson from the conditions which 
you have revealed in Europe, particularly, and that it will take the 
necessary action. 

Mr. Hess. That is our hope, too. 

Mr. Heénerr. That is our hope, too, and it is one of the most frus- 
trating things of serving in Congress—to know the patience of the 
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Department is much greater than the patience on the turnover of the 
Members of Congress. And they patiertly lay in the background and 
just wait for the appropriate time to strike, and they strike. 

Fortunately, in connection with this particular committee, this is 
a continuing committee and the members of this committee are pretty 
high in seniority in the House, and it is practically the same member- 
ship on the committee that was here at its origination. 

So I merely say that in supplementing what you have said, and 
in reemphasizing for the record, so there will be absolutely no doubt 
where the committee stands. It is verv unfortunate that Congress is 
put in this position. But the committees are put in the position of 
watchdogs and the Congress is put in the position of correcting the 
errors of the Supreme Court. They corrected another one yesterday 
in the House. They had to correct the tidelands. They have to cor- 
rect all these sort of things. 

Mr. Grayson. We are not only in complete agreement with the 
statement of the chairman, but we were very happy to hear that 
statement made so plainly that there was no possibility of any mis- 
understanding with respect to it. 

And incidentally, Mr. Chairman, we were a little bit disconcerted 
yesterday by the statement of the Secretary that if the Department 
was unable to solve the problem, it might ban all solicitation from 
military reservations. And very obviously, if the Department ever 
took that stand, we would consider it a very arbitrary method of 
solving a problem, or rather evading their responsibility of properly 
solving the problem, and certainly we would modify our position 
with respect to legislation if that ever occurred. 

Mr. Heéserr. You want legislation if you need it? 

Mr. Grayson. Oh, no question. But our hope is that it will not 
be necessary, and at this stage we don’t think it is. That was our 
point. 

Now, with respect first of all to the qualification and licensing of 
agents and companies, it is our belief that the vast majority of the 
cases of abuse that have occurred in connection with sales of com- 
mercial life insurance to military personnel on military reservations 
would never happen if the offending companies and agents were sub- 
jected to closer regulation and stricter screening by the appropriate 
authorities. Therefore, it is our opinion that the answer to the prob- 
lem with which you are dealing lies in the imposition of more stringent 
requirements with respect to the qualifications and licensing of com- 
panies and agents who engage in this type of business. 

Mr. Courtney. May I break in there to ask one question / 

Mr. Grayson. Yes. 

Mr. Courrnry. Do you support the position of the insurance com- 
missioners who appeared here yesterday who urge a consideration of 
State licensing, of both companies and agents, as a means to the 
end which you say, or do you support some other kind of qualification 
test ¢ 

Mr. Grayson. Mr. Courtney, in my prepared statement here we 
are going into some length in support of that position. 

Mr. Courrnry. Iam sorry. Very well. 

Mr. Grayson. We emphatically support it. 

However, it is also our belief—and we rather gather that you 
share substantially the same point of view—that in your consideration 
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of the problem, you should recognize that it has two distinct phases. 
One is the solicitation in the Zone of Interior or the continental United 
States and Territories, and the other one is solicitation on military 
reservations in overseas commands. And we are going to take those 
two up separately. 

With respect to the military reservations located within the United 
States and its Territories, we have long been of the opinion, expressed 
yesterday by the commissioners, that both companies and agents 
engaged in the sale of life insurance on such reservations should be 
required to be licensed to do business by the States or Territories in 
which the reservations are located, whether or not the reservations 
have been fully ceded to the Federal Government. 

Under such required licensing, the companies and agents would 
be subject to the regulatory, supervisory, and disciplinary powers of 
the several State insurance departments which, although they have 
some wenknesses, they have had a long experience and admirable 
record in policing the activities of both companies and agents and in 
protecting the interests of the insurance-buying public. 

Our reason for advocating this position is very well expressed by 
the director of insurance for the State of Illinois in a letter which 
we wrote in July 1951 to the Department of Defense. And from 
that I am going to quote just one paragraph, which I think will be 
interesting to all concerned. 

It is our feeling that personnel on a military base are entitled to assume 
that they are receiving the same protection as residents of the surrounding 
civilian community. <A military base, regardless of its status as ceded territory, 
undoubtedly relies upon local food and milk inspection facilities to assure purity 
of these items as delivered to the base from neighboring civilian sources. 
It would seem that similarly, the State insurance departments should function 
to protect personnel on military bases in insurance transactions so far as the 
laws of the particular State apply to such transactions. 

At least as early as February 20, 1952, our association, in a letter to 
Anna M. Rosenberg, and at that time she was Assistant Secretary of 
Defense, urged that existing insurance department regulations 

Mr. Courrney. Defense Department regulations? 

Mr. Grayson. Yes, pardon me, Defense Department regulations 
be amended to require such State licensing and supervision. 

We restated those views again to the Defense Department’s Act- 
ing Director of Personnel Policy, Admiral Womble, and other repre- 
sentatives of the Department at a meeting held in the Pentagon on 
February 13, 1953, to discuss that problem. 

We wish to add that these views, which are not ours alone, but as 
you may already know, they are shared by the National Association 
of Insurance Commissioners, by the American Life Convention, the 
Life Insurance Association of America, and the Life Insurance Con- 
ference—the latter % organizations representing companies that 
write almost 98 percent of the legal reserve life insurance in force in 
this country. 

Now, it is interesting to note, as brought out by T believe it was Mr. 
Courtney yesterday, that the War Department did actually have that 
regulation in force. It was adopted around the middle of World 
WarlII. At that time the Department of Defense, or rather the War 
Department, was deeply concerned over the operations of two Texas 
companies of questionable financial stability, operating on military 
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reservations. In an effort to curtail the activities of those two com- 
panies, the Department issued Circular No. 241, dated October 2, 
1943, section 1 of which provided in part, as follows, and I quote: 

Only representatives of life-insurance companies licensed to do business in 
the State in which that particular post, camp, or station is located, will be 
admitted to the military reservation concerned. 

Now, that was in October of 1943, and that regulation remained in 
force until it was rescinded in 1946. The date of the rescission—the 
rescission was dated April 10, 1946. 

It is our considered opinion that had that regulation been kept in 
force by the Department of Defense, a great many of the problems 
that the Department has subsequently “encountered in connection 
with the solicitation of life insurance on continental United States 
military reservations could have been prevented. 

Mr. Hfénerr. May I ask a question there? 

Mr. Grayson. Yes, sir. 

Mr. Hesert. Who signed that directive for the rescission of the 
order ¢ 

Mr. Grayson. Beg pardon? 

Mr. Hépnerr. Who signed the directive; do you know ? 

Mr. Grayson. Well, there is no telling, sir. It comes out in the 
form of acircular. This happened to be circular No. 104. The whole 
circular, of course, is simply signed “By order of the Secretary of 
War.” 

Mr. He&vertr. Just for the record, who was Secretary of War at that 
time? 

(Norre.—The Secretary of War on April 10, 1946, was Robert P. 
Patterson. ) 

Mr. Grayson. Of course that matter was actually handled by G-1 
for the War Department. 

Mr. Héserr. All right. 

Mr. Grayson. Of course, the problems arising in connection with 
the qualification and licensing of companies and agents soliciting life- 
insurance sales on military reservations located in foreign countries 
obviously cannot be dealt with by means of State supervision and 
regulation. 

In this limited area, we feel that all regulatory power must neces- 
sarily have to be vested in the Department of Defense and the several 
branches of the armed services. At present, we frankly are not pre- 
pared to offer detailed suggestions as to the form, content, and scope 
of such regulations, 

Generally spe: iking, however, our association would be in agreement 
with the various types of controls outlined in the propos ed policy 
directive for the United States European Command, drafted by the 
United States Army of Europe headquarters, and which appears as an 
appendix A-13 in the record of the hearings held by your subcommittee 
on June 2 of this year. 

In particular, we think that the following provisions of this pro- 
posed policy directive may have much merit. 

First of all, the requirement that each company engaged in business 
on military installations with service personnel must have had the 
prior approval of the Department of Defense. We feel sure that with 
a small but experienced staff, the Department could adequately handle 
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the clearance of such companies and could count on tlte wholehearted 
cooperation of the various State insurance departments and the life- 
insurance industry in devising and implementing appropriate li- 
censing procedures. 

Mr. Henerr. Now, may I interrupt there, just to make this observa- 
tion and ask your comment on it, 

As a matter of fact, it would not entail any staff at all, after the 
initial certification. In other words, the certification of the companies 
could come in one fell swoop, and then after that you just have a com- 
pany every now and then that could come along. Wouldn’t that be 
the correct situation ¢ 

Mr. Courrney. There is no guaranty of continued solvency. , 

Mr. Grayson. There would be constantly changing conditions, sir. 

Mr. Hénexr. So there would have to be a constant watch. 

Mr. Grayson. | am afraid there would be, sir. 

Mr. Henerr. All right. 

Mr. Grayson. In general we would approve the formation of a 
committee such as was suggested yesterday, of the Association of 
insurance Commissioners. That is the only regulatory body that we 
know of that could determine the financial stability of an insurance 
company. If they had a committee of possibly five members to which 
the Department of Defense could refer all requests for soliciting in- 
surance overseas—— 

Mr. Héserr. Now, for the record, also, I would like to make this 
statement, by the Chair, that after the hearing yesterday I had a 
conversation with Mr. Wade Martin. As you will recall, the com- 
missioners were on before the other gentlemen, when this suggestion 
was made. I asked Mr. Martin what would be the attitude of the 
insurance Commissioners to such a committee and he said he felt that 
they would stand ready and willing to supply, gratis, any such com- 
mittee in the capacity that the Defense Department would want them 
to serve. 

Mr. Minurr. Mr. Chairman. 

Mr. H&perr. Yes, Mr. Miller. 

Mr. Miter. It is also true that if you had such a committee it 
would obviate the necessity for the Defense Department itself doing 
a lot of research into the stability of these companies because these 
men themselves would have that knowledge by virtue of their own 
position, They are the best qualified people in the United States to 
make these judgments. They don’t have to go in and do a lot of 
research. They have their own staffs to call on: isn’t that true? 

Mr. Grayson. That is correct, Mr. Miller. Not only that, but as 
you say, they are the only ones that could do it. There is no other 
body in America that could determine the financial stability other 
than that. ; 

The Department of Defense, no matter how many experts they 
have, would be wholly incapable of determining the financial stability 
of insurance companies. ; 

Mr. Covurrney. As a continuing matter as well as making an 
original determination. 

_ Mr. Grayson. That is correct. And even if they were so able, 
. would be an impossible feat politically, because it could not be 
done. 
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Mr. Miter. These people continually have all this stuif at their 
fingertips by virtue of their official positions as State commissioners. 

Mr. Grayson. That is correct. And of course it would have to be 
a committee of the association, and it could not be any individual 
member. It would have to be a committee perhaps of, I should say, a 
minimum of five members. 

Mr. Héserr. And yet in view of the statement that you have just 
made as an experienced insurance man of many years, the Depart- 
ment comes in here yesterday and again continues to say that the com- 
mander in the field should be the authority to determine the stability 
of any insurance company. The man who is a professional military 
man, and they say that one man, with no staff and no assistance and no 
previous experience will be the man to make the decision in the field. 

Mr. Courtney. Bimonthly, Mr. Chairman. 

Mr. Héserr. Yes, bimonthly. [Laughter. | 

Mr. Grayson. Mr. Chairman, I was very, very much interested in 
the remarks yesterday along that line by yourself and also by Repre- 
sentative Miller. We concur heartily in that. We have found from 
our experience that to require the commanding generals overseas to 
make a decision on that matter is putting on them a load that they 
are entirely incapable of carrying. It is wholly impossible for a 
commanding general overseas to determine whether or not any partic- 
ular company should be licensed to do business on that reservation. 

Mr. Miter. Not only that, but in the case that we found in Europe 
last year, where this had been designated to a man in G-2, a lieuten- 
ant colonel, who had other duties besides this. 

Mr. Grayson. Yes. 

Mr. Mrixer. This was merely one of his incidental duties between 
his sole responsibility. He was just given this4ob as an added job. 

Mr. Grayson. That has been one of the weaknesses of the military’s 
method of handling this insurance. Invariably, that has been the 
practice of the military, to give insurance to a man along with a lot 
of other duties, and unfortunately they did not as a rule pick the best 
men to be insurance officers. They picked men who had no knowledge 
of insurance and they gave them that to handle in addition to their 
other duties. 

Mr. Courtney. You think determining the stability of a number of 
insurance companies is somewhat of a full-time job, do you? 

Mr. Grayson. I wouldn’t want to tackle it. The requirements— 
the second point—the requirements concerning the regulation and 
clearance of agents, including a showing that each such agent has 
completed a minimum of 12 months in active life-insurance solicita- 
tion in the United States, we subscribe to that. 

Third 

Mr. Courrnry. May I ask you there: I notice Commissioner Na- 
varre in commenting on that subject yesterday considered there might 
be a difference in the time element involved, and he suggested perhaps 
that 12 months was too long. But it is a period which has been fixed 
by someone. Do you subscribe to the 12 months or do you consider 
that a lesser time or a greater time should be fixed 2 

Mr. Grayson. Well, we have no brief for the particular period of 
12 months involved, so long as it is a substantial period of 6 months. 


Now 
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Mr. Courrney. Let me ask you this question: What in your opin- 
ion would be a reasonable time for training a man in the insurance 
field so you could say he was capable and informed and able to inform 
his—what do you call him, prospect—of the insurance contract, the 
laws of the State relating to that contract, and his legal rights in it, 
as well as the financial undertaking that the policyholder was making. 
How long a time would be required to train a man? 

Mr. Grayson. I think that 6 months ought to be sufficient. I think 
anything much less than 6 months would be inadequate in most cases. 

Third, the provision that an officer familiar with insurance matters 
will counsel with servicemen prior to their signing allotments initiated 
to pay premiums on commercial policies offered them for sale. 

Now, that is a little bit different matter from what we were dis- 
cussing before. These insurance officers that are mentioned here, their 
job is not to try and determine whether a man is capable of properly 
representing a company in selling insurance on a post. But these 
msurance officers have the duty of giving impartial and unbiased 
advice to military personnel. A soldier is sometimes, or even an offi- 
cer, confused by the confiicting claims of some insurance agents. He 
has never heard of some of the companies involved. He doesn’t know 
the agents, and 2 or 3 different agents go to him and he is confused 
us to what to do. So he goes to his insurance officer on the post for 
advice as to what to do, and unless that insurance officer has a knowl- 
edge of insurance and probably some experience with it, he is wholly 
unqualified to give that impartial and unbiased advice, and the Depart- 
ment has not seen fit to put in those positions men who have had that 
necessary experience or those necessary qualifications. 

We feel that, if at all possible, the officer should be required to be 
an individual who hasshad extensive and successful experience in pri- 
vate life-insurance business. 

In addition, although it is not included in the proposed policy 
directive, we are also in agreement with the requirements laid down 
py General McAuliffe, of the United States Army in Europe, that 
ail companies doing business on overseas military posts must have 
been in business for 5 years. As a matter of fact, we would suggest 
that this period might well be substantially increased. 

You may also wish to consider recommending that any such com- 
pany may not have more than a stated percentage of its business in 
iorce on military personnel. 

Now, the matter was given, you will recall, some discussion yester- 
day afternoon by certain of the representatives that were before this 
committee as to what does constitute a reasonable percentage of busi- 
ness for an insurance company to have in military business, and that 
will vary. Some companies will have only maybe 1 percent. There 
are 1 or 2 of the big companies that have almost zero percent. They 
just don’t or won’t accept military business at all. 

The best of the companies will run possibly a maximum of 15 per- 
cent [changed to 25 percent at conclusion of hearing]. I say the 
“best.” I take that word back. Many of the big companies will have 
a2 maximum of 15, and that is high, and yet there are a lot of com- 
panies that have 100 percent. 

Mr. Courrnry. Would you consider, Mr. Grayson, on that point, 
that a term of actuarial soundness of accepting any percentage of busi- 
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ness would be a matter that could be determined within the competence 
and qualification and experience of a board of insurance commissioners 
such as you have suggested ? 

Mr. Grayson. Oh, unquestionably. They would be the ones to 
make that determination. 

Mr. Hess. Mr. Grayson, I would like to ask you a question. 

The proposal that you ‘make here that a company be in existence 
for 5 years before it be permitted to sell insurance to the GI’s, that 
would exclude a number of these companies that are organized pri- 
marily for the purpose of selling insurance to the GI’s would it not? 

Mr. Grayson. That is correct, Mr. Hess. 

Mr. Hess. Do you think that is a healthy situation for the insurance 
business ? 

Mr. Grayson. Well, that suggestion, of course, was not made neces- 
sarilv—this is not our suggestion. This is General McAuliffe’s. 

Mr. Hess. I understand. But you agree? 

Mr. Grayson. We think it is worthy of consideration. 

Mr. Hess. And that you think would be a healthy condition for 
the insurance business ? 

Mr. Grayson. Yes, sir; we do. We think that most of those ills 
that this committee found overseas were the result of these newly 
formed companies, formed for the exclusive purpose of selling insur- 
ance to military personnel. 

Mr. Hess. I am inclined to agree with you. 

Mr. Grayson. Incidentally, I might parenthetically remark that 
that requirement of itself would not keep a lot of those companies 
from operating, because all they would do in many cases would be to 
buy out some small company that had been in operation for 5 years 
or more and operate under that other company’s name. 

Mr. Hésert. You are giving us angles now. 

Mr. Grayson. There would be ways of circumventing the require- 
ment, so this by itself would not accomplish it. 

Mr. Héperr. It does not answer all the questions. 

Mr. Hess. Under your proposal, of course, they would have to be 
passed upon by the Pentagon before they would be permitted to sell. 

Mr. Grayson. That is correct, sir. And, of course, our association 
would be very happy to cooperate with your committee, your staff, or 
representatives of the Department of Defense in exploring any of 
those possible regulatory methods. 

Now, with respect to the suggestion of curtailing Government allot- 
ments for the payment of life-insurance premiums. 

We can speak rather unequivocally on that. We are very definite 
in our position on that point. 

The suggestion has been made that payment of life-insurance pre- 
miums by allotment should not be permitted until the policy has been 
in force for 1 year, or that the privilege should be otherwise curtailed. 
It has been well established by your committee that there have been, 
particularly overseas, abuses of the allotment privilege by unscrupu- 
lous agents. We certainly hold no brief for those agents or those 
companies. 

But the problem can best be solved by properly regulating and 
controlling the activities of the offending agents and companies rather 
than by curtailing the allotment privilege. 
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The effects of the curtailment of allotment privilege would fall 
most heavily, unfortunately, on the very persons we are trying to 
help, and that is the military personnel themselves. 

It would be a little bit like jailing a woman because her husband 
snored. 

For some 30 years military personnel have had the privilege of 
paying life-insurance premiums by allotment of pay. That privilege 
is far more important and valuable to them than all the PX and 
commissaries and other privileges like that combined. 

Those other privileges are worth to a military person, oh, some dol- 
lars and cents—maybe a few hundred dollars at the most—but the 
allotment privilege for the payment of life-insurance premiums in- 
volves tens of thousands of dollars. 

Curtailing that privilege will simultaneously curtail the protection 
afforded by hundreds of thousands of military personnel for their 
loved ones. 

It isn’t only a question of the inability or the unwillingness of 
servicemen to pay an annual premium in advance, but frequently 
changes of station would make it impossible to give the premium 
notice within the grace period. 

Now, the Department of Defense is currently having a tremendous 
problem in delivering mail to military personnel overseas. Well, that 
problem would be magnified a thousandfold, Millions of dollars of 
life insurance would lapse for the nonpayment of the premiums and 
valuable contractual privileges of the imsured persons would be lost. 

The wail and cry of lament and distress might not reach to high 
heaven, but it certainly would penetrate the Halls of Congress. 

At the very moment, when the House has passed and the Senate is 
considering legislation to vastly increase the survivorship benefits of 
military personnel in a very costly effort to improve their morale so 
as to hold, that is, attract and hold in active duty men of outstanding 
ability, the morale would drop to a new low as those military men 
began to realize that their insurance might lapse because of nonpay- 
ment of premiums. 

Any curtailment of the allotment privilege would in the eyes of the 
military be a catastrophe of the first magnitude. 

On the contrary, rather than curtail the allotment privilege for 
the payment of life-insurance premiums, our association believes that 
this is the time for serious consideration of an expansion of those 
privileges. 

Allotments have never been authorized for the payment of premiums 
on the life insurance of dependents of military personnel. Because of 
this restriction, relatively few servicemen own insurance on their 
wives and children, and that is the result of very frequent financial 
embarrassment when there is a death in the family. 

The additional cost to the Government of permitting allotments for 
the payment of such premiums would be a small price to pay for the 
resulting increase in morale. 

It must be realized that in the majority of cases, where a service- 
man would buy insurance to cover his wife or children, he would buy 
it in the company in which he himself is insured and on which he 
already has an allotment for the payment of his own life insurance. 

So all it would mean would be an increase in the amount of that 
allotment. 
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1 Now, the Department has always shied clear of anything at all to 
to do with allotments for military personnel’s dependents. And we 
think that that is a matter that should be given serious consideration 
if you want to improve the morale of the military man and give them 
an additional incentive to remain on active duty. 

Now, with respect to the subject of policy provisions providing for 
venue and service of process in the insured’s State of residence, I must 
be very candid in stating that that is a legal matter and I presume 
most of you gentlemen, if not all of you, are lawyers and as you know, 
the American Bar Association is rather jealous of who gives anv legal 
advice. And I, not being a lawyer and not permitted, nor am I 
competent to give legal advice, so the rest of this was written by our 
legal counsel who is a lawyer. 

Mr. Courtney. There are no fees involved / 

Mr. Grayson (laughing). Even then they don’t like it. Iam going 
to read this, because it is a very well written statement, but it was 
written by our Mr. Carlyle Dun: away here, who is our legal light. 

We think it is oe that the question—— 

Mr. Suorr. A good display of honesty, Mr. Chairman. | Laughter. | 

Mr. Grayson. Thank you, sir... 

We think that it is obvious that the question of whether or not a 
life-insurance company doing business on a military reservation should 
be required to include in its policies provisions providing for venue 
and service of process in the insured’s State of residence is properly 
a matter of concern to the companies themselves, rather than to their 
agents, whom we represent. In addition, we feel sure that repre- 
sentatives of the various company trade associations are much more 
competent than we to appraise and discuss the implications of this 
proposal with you. 

Suflice it to Say that we believe that this proposal strikes us as 
being largely devoid of merit, if for no other reason than the fact 
that it has little — ‘bearing on the crux of the matter with which 
you are concerned, i. e., the fly-by-night techniques of insurance solic- 
itation employed i pao companies and agents. Once a man has 
purchased his policy, it matters little under what State’s laws his 
contractual rights may subsequently be interpreted. There is no sub- 
stantial differences among the laws and court decisions of the several 
States with respect to the interpretation of life-insurance policies. 
Moreover, even if there were such differences, the insured, under the 
proposal in question, would stand as good a chance of choosing the 
wrong forum as he would of “choosing” the right one. 

Nor can we see any particular advantage to the insured in requiring 
the company to agree to submit to services of process in the insured’s 
State of residence when the company may have decided, for perfectly 
proper reasons, that it does not want to do business in that particular 
State. We feel that if any such requirement became effective, many 
fine companies would simply refuse to sell to servicemen who were 
residents of States in which such companies did not wish to do busi- 
ness. Furthermore, insofar as the fly-by-night companies are con- 
cerned, an insured would derive little benefit from being able to sue 
such a company in his State of residence, for, in most cases, he would 
then be faced with the necessity of bringing a further suit in the 
State of domicile of the company in order to realize on any judgment 
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obtained in his original action. We are confident that in relation 
to the generally small amounts involved, the costs of such a procedure 
would be prohibitive. 

To repeat, then, we think that this proposal would do little, if any- 
thing, to benefit military personnel and that the only practical way 
in which they can get the protection that they need against the rela- 
tively few unsc rupulous companies and agents who have been preying 
on them is through more stringent regulation and supervision along 
the general lines discussed earlier in this statement. 

In conclusion we again wish to thank this subcommittee for giving 
us the opportunity to present the views of our association with respect 
to these matters. And if we can be of any help to the committee or 
the association, of course we are delighted. 

Mr. Heserr. Any questions? 

(No response. ) 

Mr. Héserr. Thank you very much, Mr. Grayson. We do appre- 
ciate the time and effort and study which went into the preparation 
of this statement, as indicated by its presentation. We thank you for 
your cooperation. 

Mr. Grayson. We appreciate -your courtesy, too, Mr. Chairman. 

Mr. Courrney. Is the National Association of Life Companies 
present ? 

(No response. ) 

Mr. Courrney. Mr. Chairman, they had indicated a desire to be 
heard. 

I find no response. 

The meetings have been duly announced. 

May we have the next witness, Mr. Chairman, the firm of Dwight, 
Royal, Harris, Koegel & Caskey, represented by Mr. Ralph D. Pitt- 
man. 

We are ready for you, Mr. Pittman. All right, Mr. Pittman, you 
proceed in your own way. First, you identify ourself for the record 
for all concerned. 

Mr. Prrrman. Yes, sir. 

Mr. Courrngey. And your companies or your association, and then 
we will proceed with the prepared statement. 

Mr. Prrrman. Mr. Chairman ? 

Mr. Heperr. All right. 


STATEMENT AND TESTIMONY OF RALPH D. PITTMAN 


Mr. Prrrman. My name is Ralph Pittman. I am an attorney rep- 
resenting some Texas companies, and as I wish to preface my remarks 
like your good friend, the insurance commissioner of Louisiana, the 
State secretary, I am not going to jump over Texas because those are 
the companies I am speaking for today. 

Mr. Courrney. Well, do you represent an association or companies? 

If you represent companies, just please indicate them then for the 
record. 

Mr. Prrrman. The Transamerican Life Insurance Co., the Service 
Life Insurance Co. 

First, Mr. Chairman, I would like to take this opportunity having 
at the invitation of the former chairman, the distinguished Congress- 
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man from Ohio, having attended the first hearings in Cincinnati and 
at the invitation we attended the heari ings in Heidelberg, and 
all of your hearings here, to say to this committee that your activities 
have not only had a tremendous salutar y effect but your activities have 
resulted in great improvements in regulations, and I am sure will 
continue. 

And I wish to compliment this committee. 

Mr. Harpy. Mr. Chairman, may I compliment Mr. Pittman on 
that. observation. 

He has had considerable change of heart and I appreciate it. 

Mr. Mutier. I would like to join Mr. Hardy in a lower degree in 
thanking Mr. Pittman. 

Mr. Prrrman. I would like to point out, though—make an obser- 
vation. 

Mr. Harpy. I thought he was going to hedge, Mr. Chairman. 

Mr. Prrrman (continuing). Of which I think this committee is 
mindful, but the public, due to certain publications and other releases 
that often hit the paper, I don’t think appreciate the fact that while 
Texas did have—and I say that advisedly because at our last legisla- 
ture we changed the laws down there, to where now an insurance com- 
pany must have a capitalization of a quarter of a million dolla 

Before there were some smaller companies that could be « vats alized 
for $25,000. 

Mr. Héperr. When was that law changed, Mr. Pittman ? 

Mr. Pirrman. This past legislature. 

Mr. Heéserr. In which month, do you recall ? 

Mr. Courrney. June. 

Mr. Pirrman. June. 

Mr. Heserr. June of 1955. 

Mr. Pirrman. I placed a copy of the new law in your last hear- 
ings, Mr. Chairman. 

Mr. Hénerr. I just wanted the date. Then this committee first 
took cognizance of this matter—in what month was that ? 

Mr. Courrnry. December of 1954. 

Mr. Hésertr. December of 1954, and the law was changed in Texas 
in June of 1955. 

Mr. Hess. November of 1954 was the date of our first meeting in 
Cincinnati. 

Mr. Courtney. The first meeting was in November of 1954. 

The next meeting was in Europe in December of 1954. 

And the report was issued on January 3. There have been subse- 
quent hearings during the course of 195: 5—two in fact. 

Mr. Prrrman. So you see your influence has even been felt in the 
State of Texas. 

As I started to put into the record, Mr. Chairman, these insurance 
companies, though small, have covered servicemen through two wars 
with insurance without the war-clause exclusion, which was not avail- 
able by the insurance companies, the larger insurance companies that 
have been testifying at this hearing, who have the war-clause exclusion 
in their policies. 

T think it would be interesting for this committee to ascertain of 
the vast amount of insurance that is being paid to them on allotment— 
I think it is in the record that $800,000 a month is coming by allot- 
ment to one company. 








478 SALES OF COMMERCIAL LIFE INSURANCE 


I think this committee should know what percentage of their poli- 
cies have the war-clause exclusion and the additional aviation pre- 
— rider in the policies. 

I do not know, but I think it would be very interesting for this com- 
mittee to know. Because there are some marvelous statements that 
have been placed in this record, and I think this committee should 
know that these Texas companies, while small—not one policyholder 
in the history of insurance in the State of Texas ever lost one penny, 
which I ing is something worth while to put in the record. 

Now, Mr. Chairman, the ‘inception of the present insurance inves- 
tigation by subcommittee seems to be found in a somewhat sensa- 
oan ul article by Michael Stern published in the November 1954 issue 

Argosy magazine. (See p. 1, subcommittee hearings, Cine innati.) 
Ni ine month of investigations have failed to disclose any evidence sub- 
stantiating the charges made by Stern with relation to the Texas in- 
surance companies, 

It seems to us that any recommendation resulting from these hear- 
ings should be measured against four principal purposes : 

1. Any legislation proposed should tend to facilitate the ob- 
taining of insurance by the soldier. 

Any legislation proposed should tend to make sure that the 
insurance policy is paid according to its provisions. 

Any legislation proposed should tend to make sure that the 
insurance policies sold to the soldier are fairly written. 

4. Compatible with the foregoing, any legislation proposed 
should do nothing to prevent the soldier from acquiring protec- 
tion in the very companies which have atforded him the most lib- 
eral coverage. 

Now, Mr. Chairman, I am going to refrain from reading the next 
five pages of my statement, because it has to do with the allotment 
which I feel contident that this committee has heard sufficient evidence 
on, and I do not wish to take your time on it. 

Mr. Heénerr. You may file it in the record, if you desire, sir. 

Mr. Prrrman. I would like to file it in the record, and in that con- 
nection, Mr. Chairman, the first paragraph— 

I have confused the industrial with the allotment, and I would lke 
to delete the first paragraph of that from my statement, if I may. 

Mr. Harpy. You mean you still do that, Mr. Pittman ? 

Mr. Prrrman. Mr. Hardy, you have made us double our efforts in 
making every statement correct. 

Mr. Harpy. Do you still consider that there is any relationship be- 
tween industrial insurance and the allotment insurance / 

Mr. Pirrman. Very definitely. 

Mr. Harpy. Very definite relationship ? 

Mr. Prrrman. Very definitely. 

Mr. Harpy. Very well. I would like to get it cleared up one of 
these days. Maybe it is in the eae I shall read it. 

Mr. Prrrwan. Mr. Chairman, I don’t think there is any question as 
to the comparison. 

sut LT won't go into that at this time. 

Mr. Courtney. Mr. Chairman, the reporter would like to know 
whether the request for delete is granted ? 

Mr. Heserr. Without objection. 
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Mr. Harpy. Mr. Chairman, I was certainly according him every 
opportunity to delete anything that is not entirely accurate. Because 
that shows progress. 

(Portion of statement by Mr. Pittman, with first paragraph deleted, 
is as follows:) 


To facilitate the obtaining of insurance: It has been suggested that the use 
of allotments to pay insurance premiums is responsible for the lapsation of many 
policies—that is to say, the soldier is presumably oversold, later he decides not 
to continue the allotment, he cancels it, he makes no provision for the payment 
of additional premiums, the policy lapses, and the payments which he has made 
buy him protection only to the date of lapsation or a short period thereafter 
(if the lapse occurs within 8 years of inception). 

The record before this subcommittee does not support in any particular the 
claim that there is a relationship between lapsation and the allotment plan. 
It has already been established that under the old NSLI the policies which the 
soldiers carried during the war lapsed 75 percent in the year following the 
conclusion of hostilities in the field. (See appendix TD, subcommittee hearings, 
June 2, 1955, p. 870.) 

Percontagewise, the lapsation of commercial policies written for servicemen 
at the present time is very much less than 75 percent. 

No one can require servicemen to continue savings in the form of life-insurance 
premiums when the immediate danger or the immediate need which prompted 
the acquisition of life insurance has passed. 

It may be noted that if allotments were not permitted the chances of lapsation 
would be greatly enhanced. Without allotment, the continual movement of the 
soldier from one post to another would alone be sufficient to account for a great 
deal more lapsation than takes place under the present legislation. 

Indeed, if the practice of allotments were discontinued many of the insurance 
companies which are now able to write policies at rates even cheaper than 
industrial insurance would no longer be able to do so. This in turn would 
mean that many a serviceman would be deprived of an opportunity to acquire 
insurance available to him in civilian life. 

So it would seem that any legislation designed to prevent the use of allotments 
for the payments of premiums would tend to have two results: 

1. Discourage the writing of insurance by private life-insurance com- 
panies for service personnel ; 

2. Increase lapsation because the continuation of the policies would not 
b> automatic but would be dependent upon individual monthly payments. 

Such payments would be subject to the vicissitudes of human nature, the 
shifting ef the soldier’s geographical lecation, his tinancial condition at the time 
when the premiums were due, and various other factors rendering the continua- 
tion of the policy problematical on every premium date—12 times a year. 

The insurance companies are as concerned about the lapsation of policies 
within the first 18 months of inception as either the servicemen or this committee. 
If a policy lapses within this period the company receives nothing for the risk 
assumed for the premiums only cover the cost of the sale. Any suggestions 
for decreasing lapsation would be most welecme to the insurers. But to forbid 
payment of premiums by allotments during the first year of a policy’s life would 
achieve exactly the opposite result. 

If the purpose of this committee is not to encourage offering insurance facilities 
to service personnel but, on the contrary to stop the sale of policies by private 
companies, no better method could be devised than to legislate against the use 
of Government allotments. If such is the purpose of the subcommittee, it should 
be plainly stated. 

The question of the qualification of agents and minimum requirements for 
licensing of agents likewise involves the problem of availability of insurance to 
service personnel. 

As to any field of endeavor, there may have been certain abuses in connection 
with the sale of insurance to soldiers at army bases. The individual salesman 
may have been overzealous. He may have oversold. 

For such tactics we hold no brief. We may point out, however, that no 
soldier can possibly have been seriously harmed by placing his income into 
life-insurance premiums. He has probably been saved thereby the expenditure of 
moneys in activities a good deal less commendable. 

66149—55——7 
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In this connection, we call attention to a misleading statement in the report 
of this committee released January 27, 1955. It is stated at page Ss, *A. policy 
lapsed during the first 3 years carries no financial return to the policyholder.’ 

This is true only of an ordinary straight-life policy. Less than 5 percent 
of policies sold to servicemen fall in this category. Some 95 percent of such 
policies are 15- or 50-year payment policies or endowment policies. Such 
policies in compliance with the Gerten law, confer definite equities to the holder 
if they are in effect for 1 year and such equities increase thereafter. So the 
serviceman not only has protection but in nearly every instance has an equity 
as well even if his premiums are paid for only 1 year. 

Even so, any evils caused by overzealous insurance salesmen may be regu- 
lated through requirements as to the qualifications and licensing of agents. 

We have no objection to any reasonable legislation along these lines. For 
example, it has been suggested that no agent should be permitted to solicit life 
insurance at Government bases unless such agent has had 12 months of experi- 
ence in the business. If Federal regulation is deemed desirable in this field 
that regulation appears to us to be unobjectionable. Whether it will cure the 
understandable desire on the part of an agent to sell as much life insurance 
as possible may be open to question. Perhaps it will tend to keep that charac- 
teristic more closely within bounds. 

It should be pointed out in this connection, however, that all States have 
regulations governing the licensing of agents. Such rules, if adequate to protect 
the citizens of the State, should presumably also be adequate to protect service 
personnel. In no State, and especially not in Texas (which has been the par- 
ticular subject of attack), are licenses issued promiscuously without adequate 
information as to the background and responsibility of the applicant. 

Mr. Pirrman. The payments of policies pursuant to their terms: 
If there were any widespread defaults in the performance of insur- 
ance contracts this should, indeed, be a matter of deep concern to 
this subcommittee. The fact is, however, that there is no evidence 
of any such defaults. 

There has been in this connection a particular attack upon insurance 
companies chartered by the State of Texas. The record, however, 
does not show that the companies chartered by that State have ever 
defaulted in connection with a single policy sold to a serviceman 
(subcommittee hearings, November 9, December 6, 7, and 8, 1954, 
p. 61). 

Indeed, the overall record of financial responsibility of the Texas 
companies is a good deal better than the record of companies char- 
tered by certain other States. There has not been a failure of a Texas 
life-insurance company since 1945. There has been no loss of any 
policyholder due to the insolvency of a Texas life-insurance com- 
pany since 1939. (See subcommittee hearings, November 9, Decem- 
ber 6, 7, 8, 1954, pp. 829-330.) The 1939 date has been chosen because 
central records with the Texas insurance commissioner are not avail- 
able prior thereto. It should be noted that the period of time covered 
includes two wars, during both of which the Texas companies here 
attacked had continually in force policies covering loss of life even 
in combat. 

On thy record there appears to be no need for any Federal legis- 
lation to msure payments of policies pursuant to the terms thereof 
or to establish minimum requirements for companies entitled to sell 
life insurance to service personnel. 

Again, it must be kept in mind that each of the 48 States has its 
own insurance regulations. The interest of the insurance department 
of each State is to protect its own citizens. That interest should 
be adequate likewise to protect all service personnel dealing with 
companies chartered in the respective States. 
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Requirements, of course, differ. Perhaps the most stringent re- 
quirements may be found in the State of New York or Virginia. 
The size and nature of the financial community in which insurance 
companies must function determines the Government requirements. 
That is not to say, however, that insurance companies chartered under 
the authorities of other States are not equally safe and are not 
properly regulated. 

Mr. Courrney. Mr. Pittman, would it break in on your chain of 
thought if I could ask you a question now for clarification ¢ 

You spoke of the increased financial requirements of companies in 
Texas, having been raised from $25,000 to $250,000. Does that ap- 
ply to existing companies or to new companies 4 

Mr. Prrrman. To new companies. 

I would also like 

Mr. Harpy. Mr. Chairman, might I just raise one question here? 

Mr. He&perr. Yes. 

Mr. Harpy. Mr. Chairman, Mr. Pittman has referred to an indict- 
ment of Texas companies. Certainly, insofar as I have any knowl- 
edge, this committee has certainly made no inference that because 
an insurance company was chartered in Texas that in itself reflected 
on that company. I certainly have no recollection of any such 
proposition. 

If Mr. Pittman has intended to impute to the committee a reflec- 
tion on companies of insurance simply because they are chartered in 
Texas, I think that he is misleading. 

Mr. Pitrman. Congressman Hardy, I very much appreciate those 
remarks, But in no way have I ever said or intended to intimate 
that such has been the feeling of this committee. But there are arti- 
cles that have appeared in national magazines and in newspapers that 
have done more than intimate. And when this record is made 
public 

Mr. Harpy. I am certain there are bound to be a few sound com- 
panies in Texas, and I say that without indicting any. But in a 
State as big as Texas is and brags as much as it does, it certainly must 
have some. 

So I don’t like for them to be covered by any blanket indictment. 

Mr. Prrrman. Well, Mr. Congressman, again I would like to say if 
this committee or any other writer wishes to point out any insolvent 
insurance companies in Texas or where any policyholder has lost 
any money—let’s lock the stall before the horse gets out. 

I would like for the record to show at this time 
about the capitalization being changed to $250,000. 

Mr. Courtney. Yes, any company theretofore organized was obvi- 
ously organized under the older laws of Texas. 

Mr. Pirrman. But I would like for the record to show at this time 
that those capitalized companies of $25,000 are limited to writing 
$1,000 policy. A thousand is all they can take and carry. ‘They can 
write a 2 or a 5, but it must be reinsured with an old legal reserve 
company. 

Mr. Courrney. You are speaking of the older existing companies, 
or companies in business prior to June 1955. 

Mr. Pirrman. That is right. 
Mr. Snort. Mr. Chairman / 
Mr. Hlfnerr. Mr. Short. 
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Mr. Suorr. The recent legislature didn’t pass this new law to give 
the old companies a monopoly on all the business, did they ? 

Mr. Pirrman. No, Mr. Congressman. It was merely an effort to 
strengthen the insurance laws of our State which we think they have 
made some changes on. 

Mr. Suortr. Anyone who wants to get in the swim has to meet much 
higher requirements than the fellows already in it. 

Mr. Pirrman. That is right. 

Mr. Harpy. Mr. Pittman, would you say that that was to some 
extent a recognition that the Texas laws did need strengthening ? 

Mr. Pirrman. Mr. Congressman, I think the answer is obvious. 

Mr. Harpy. That answers it. 

Mr. Heserr. All right, continue, Mr. Pittman. 

Mr. Prrrman. The small average size of insurance policies written 
for servicemen makes the regulations applicable to large business 
insurance companies unnecessary and costly. So long as solvency is 
insured by the laws and regulations of the chartering State sufficient 
protection would appear to be afforded. Compliance with unsuitable 
and unnecessarily stringent regulations would do nothing but increase 
the cost of insurance. There should, accordingly, be no requirements 
forcing companies duly chartered by one State to meet the require- 
ments of another in which a Federal base may happen to be located. 

This is particularly true, for the large companies which can afford 
to qualify in all 48 States have steadfastly refused to give coverage to 
servicemen without excluding war risk. 

Such companies have evinced little interest in affording the service- 
man a chance to acquire comprehensive coverage at a cost comparable 
to that offered to civilians. 

To require the companies which do write such service insurance to 
qualify in every State would simply deny to such companies the right 
to cover servicemen at all and so deny to servicemen the right to be 
insured, 

This result would not stem from any weakness on the part of the 
small companies but merely from their lack of size. Resources of 
many sound companies are inadequate to meet multistate deposit and 
reserve requirements. 

If this subcommittee finds that the administration of insurance is 
in any particular State untrustworthy, that corporations doing busi- 
ness under the laws of that State should be forbidden to write policies 
for service personnel, then this committee should say so. Perhaps a 
specific cure should be found in such a situation. If such an excep- 
tional case exists, attention should be called to it without penalizing 
the insurance business in general by forcing upon small companies 
a condition with which compliance is a practical impossibility. 


THE FAIRNESS OF THE POLICIES 


We agree that policies should be fairly written and contain no 
hidden or devious clauses subtracting from the protection which the 
serviceman believes he has acquired. No evidence has been adduced 
before the subcommittee to indicate any widespread abuses in this 
direction. The States which charter the companies exercise supervi- 
sion over the types of policies which may be issued. Such supervision 
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is designed to protect the citizens of each State and hkewise protect 
the service personnel. 

In addition, under existing legislation, the Department of the Army 
regulates the types of policies which may be sold to service personnel. 
(See Army Regulation No. 600-101; subcommittee hearings, November 
9, December 6, 7, and 8, 1954, pp. 221, 222.) 

It has been suggested that policies sold to service personnel should 
include a provision whereby the insurance company submits itself to 
jurisdiction in the State of residence of the insured. This appears to 
us to be a reasonable requirement. 

Companies affording liberal coverage should not be discouraged. 
Suggestions above discussed, such as the requirement of qualification 
by insurance companies in the State in which a particular Army base 
is located, or the compliance with other regulations found unnecessary 
by the chartering States, are bound to be onerous to the small com- 
panies. Many, simply as a matter of size and not as a matter of 
solvency, cannot qualify in all 48 States. The large companies can 
do so. Any legislation which would require such qualification would 
automatically require the smaller companies to confine their solici- 
tation of servicemen to the State in which such companies were 
chartered, or perhaps one or two other States which their size permits 
qualification. 

Mr. Courtney. It wouldn’t exclude them from the overseas market. 

Mr. Pirrman. No. Such a limitation placed upon the smaller com- 
panies is of no benefit to the serviceman. 

This subcommittee may take note of the fact that the smaller com- 
panies have continually written coverage including death through 
ordinary war risks. The large companies have insisted upon a war 
risk clause exempting them from liability in the event of death in 
combat. 

Indeed, many of the policies offered by the larger companies even 
deny liability in the event of death outside the continental United 
States. 

The smaller companies have performed a definite service in broaden- 
ing the available coverage. 

There has also in the past been a suggestion that in view of the pro- 
visions of the Indemnity Act, giving $10,000 indemnity to the service- 
man, private insurance is unnecessary. Among other answers to this 
argument, Mr. Chairman. it may be pointed out that the $10,000 
indemnity is not all-inclusive. 

It. is limited, for example, to immediate members of a serviceman’s 
family. No provision is made for benefits in the nature of insurance 
payments to nephews or nieces, cousins, uncles, or fiances, to mention 
only a few. To obtain such coverage, it is necessary to resort. to in- 
surance through private companies. 

Those who make the suggestion that the $10,000 indemnity is suffi- 
cient, discourage savings through insurance rather than encourage 
thrift. They would facilitate the squandering of income by the serv- 
iceman. The recommendations by this subcommittee should hardly be 
in that direction. Indeed, the cure for the lapsation of policies is 
rather along the lines of education for thrift habits than in the dis- 
couragement of the insurance companies which make this type of sav- 
ings and protection possible. 
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Any recommendations by this subcommittee should, we submit, be 
consistent with President Eisenhower’s statement quoted from the 
August 1954 issue of Spectator : 

One of the clearest evidences of faith of our people in the free institutions and 
the future of America is the fact that 90 million of our citizens own life-insur- 
ance policies. Their ownership of life insurance is more than a $304 billion 
bulwark of family protection. It is also a kind of thrift which provides produc- 
tive capital. This capital, invested in farms, factories, homes, transportation, 
utilities, and other resources, helps to give this Nation the economic power 
needed to buttress freedom in the world. 

Thank you very much, Mr. Chairman. 

Mr. Héserr. Any questions? 

Mr. Harpy. Mr. Chairman, I have just one question. 

Mr. Pittman, I believe in the beginning of your testimony you did 
list the insurance companies that you represent ¢ 

Mr. Héserr. They are listed. 

Mr. Pirrman. Yes. 

Mr. Courtry. They were listed. 

Mr. Prrrman. I gave them for the record. — 

Mr. Harpy. They were in at the beginning? 

Mr. Heéperr. Yes. 

Mr. Harpy. Was Trans-American one of those ? 

Mr. Pirrman. Trans-American Life Insurance Co.; that is right. 

Mr. Harpy. And was Service Life Insurance Co. also one of them ? 

Mr. Prrrman. That is right. 

Mr. Harpy. Thank you. 

Mr. Héserr. Thank you very much, Mr. Pittman. 

Mr. Courtney. Mr. Ford, representing a group of companies which 
he will identify. 

TESTIMONY OF PEYTON FORD 


Mr. Forp. Mr. Chairman. 

Mr. Courtney. Mr. Ford, if your other people around the desk—— 

Mr. Forp. I have Mr. McLean with me, who is president—— 

Mr. Courtney. Just identify yourselves for the benefit of the re- 
porter, and all in the room, including the committee. 

Mr. Forp. Mr. Hunter McLean, who is the president of the Ameri- 
can Standard Life Insurance Co. of Fort Worth. 

Mr. Courtney. Fine. 

If you will be seated there. Mr. Ford, you are already identified. 
You are on the printed document. Anyone else who is going to speak ? 

( No response. ) 

Mr. Courtney. Ready, Mr. Chairman ? 

Mr. Héserr. Yes. Will you gentlemen identify yourselves for the 
purpose of the record ¢ 

Mr. Forp. I have. 

Mr. Héserr. All right, proceed. 

Mr. Harpy. Mr. Chairman, while we are waiting, could I just raise 
one question with Mr. Ford? Just before Mr. Pittman left the stand, 
I asked him about his representation of certain companies, and I 
notice on the list of those represented by Mr. Ford appear the two 
companies that Mr. Pittman is also representing. 

Mr. Forp. That is correct. 

Mr. Héperr. I think, first, Mr. Hardy, let Mr. Ford say which com- 
panies he represents in order that it will be on the record. And then 
your question. 
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Mr. Forp. They are in there. 

Mr. Hépverr. I know, but they are not In the record. 

Mr. Forp. They are in the record. 

Mr. Héperr. Mr. Ford, if you will say now which companies you 
represent, so Mr. Hardy’s question will be in order. 

Mr. Forp. They are in the record. 

I am glad to read them again. [Reading:] 

American Savings Life Insurance Co., Fort Worth, Tex. 
American Standard Life Insurance Co., Fort Worth, Tex. 
American Trust Life Insurance Co., Wichita Falls 
American United Services Insurance Co., Houston 
Continental Life Insurance Co., Fort Worth 

Frontier Life Insurance Co., Dallas 

Independence Insurance Co., Forth Worth 
International Bankers Life Insurance Co., Fort Worth 
Life Insurance Company of America, Dallas 
Midcontinent Life Insurance Co., Fort Worth 

Service Life Insurance Co., Fort Worth 

‘Time Life Insurance Co., San Antonio 

Trans-American Life Insurance Co., Fort Worth 
United Federal Life Insurance Co., Houston 

Mr. Harpy. Now, Mr. Chairman, if I might revert to the question 
J had in mind. 

I haven't observed whether there might also be other companies 
that are represented both by Mr. Pittman and Mr. Ford. But I do 
observe that Service Life Insurance Co., and the Trans-American Life 
Insurance Co. 

Now, I just wondered this: Since both of you gentlemen are repre- 
senting these companies, presumably the statements which each of 
you make are on behalf of those companies, as well as the others that 
you represent, and I wondered whether or not there had been a cor- 
relation of your comments, insofar as at least they purport to repre- 
sent the same companies. 

Mr. Forp. No; we have not correlated them. 

Mr. Harpy. Then, if there is any conflict in the statements which 
you present—and I don’t know that there will be—and those that Mr. 
Pittman has made, how does the committee distinguish between the 
positions expressed ? 

Mr. Forp. I don’t think you will find any difference. 

Mr. Harpy. Well, you say that just after having said there has been 
no correlation. 

Mr. Forp. I have read Mr. Pittman’s statement. 

Mr. Hépsert. That will be perfectly in order. All right Mr. Ford, 
proceed. 

Mr. Snort. The only thing we can be certain of is the life-insurance 
business is thriving in Texas. 

Mr. Heéperr. All right, Mr. Ford. 

Mr. Forn. With reference to the first rec ommendation on allotments, 
I have only this to say, in addition to my filed statement: That we 
hate to see “lapses occur as much as anyone. We would much prefer 
that the insurance remain in force. 

There have been quite a few lapses, but the temporary coverage that 
we give in the 3-year period is by no means without hazard, hecazuse 
there has been $135 million that was paid to beneficiaries and ~— 
so-called quick claims—that is, policies in force less than a ye 
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Mr. Covurrney. Mr. Ford, I take it, then, that you desire to have 
your statement—prepared statement—incorporated in the record, and 
perhaps to summarize or comment upon it rather than read it? 

Mr. Forp. Yes; rather than read it. 

(The statement is as follows:) 


STATEMENT BY PEYTON ForbD, ATTORNEY 
COMPANIES REPRESENTED 


American Savings Life Insurance Co., Fort Worth, Tex. 
American Standard Life Insurance Co., Fort Worth, Tex. 
American Trust Life Insurance Co., Wichita Falls, Tex. 
American United Services Insurance Co., Houston, Tex. 
Continental Life Insurance Co., Fort Worth, Tex. 
Frontier Life Insurance Co., Dallas, Tex. 

Independence Insurance Co., Fort Worth, Tex. 
International Bankers Life Insurance Co., Fort Worth, Tex. 
Life Insurance Company of America, Dallas, Tex. 
Mid-Continent Life Insurance Co., Fort Worth, Tex. 
Service Life Insurance Co., Fort Worth, Tex. 

Time Life Insurance Co., San Antonio, Tex. 
Trans-American Life Insurance Co., Fort Worth, Tex. 
United Federal Life Insurance Co., Houston, Tex. 


We appreciate this opportunity to appear and be heard by your 
subcommittee on the matter of insurance companies, including those 
from Texas whom we represent, and their relations with personnel 
of the Armed Forces. 

We, of course, do not question the motives or purpose of your good 
subcommittee in inquiring into the methods, policies, and experience 
of commercial insurance sales to members of the Armed Forces. On 
the contrary, we welcome it, and being a part of America, like your- 
selves, we are just as determined as you are to see that our military 
personnel receive nothing but the best in material and services. 


If we may, we would like to submit our views regarding the proposed recom- 
mendations contained in your subcommittee’s press release of June 138, 1955. 
These views are offered with a cooperative, and not an adversary, attitude. 

Recommendation 1.—"We will propose that there be a curtailment of the use 
of military allotments to pay commercial life-insurance premiums.” 

According to the statement immediately following this proposal, the recom- 
mendation is apparently based on a finding by the subcommittee that many 
servicemen were letting their policies drop after paying only a few months’ 
premiums; with the result that only the insurance companies and their agents 
benetited from the transaction, inasmuch as the lapse of a policy prior to the pay- 
ment of the third year’s premium afforded the servicemen no extended insur- 
ance, cash surrender, or loan value benefits. The statement asknowledges, how- 
ever, that the serviceman is covered by insurance in the event of his death during 
the months that the policy is in effect. And this temporary coverage is by no 
means without hazard, as $135 million was paid to beneficiaries of 92,000 quick 
claim policies (in force less than 1 year) during 1954. 

First, let us say that we insurance Companies do not like to see policies 
lapse. It is a loss to us as well as to the policyholders, and we are anxious and 
willing to cooperate in every way to avoid and reduce lapsations. 

However, it is our opinion that a curtailment of the use of allotments to pay 
the insurance premiums would have an aggravated rather than a salutary effect 
on the reduction of lapsations. As we all know, many servicemen are stationed 
overseas; from time to time they are transferred from one duty station to an- 
other, sometimes only for a temporary period, other times for a more permanent 
tour, and not infrequently with little advance notice of the transfer; and a con- 
siderable portion of their time is spent in a transit status and in field maneuvers, 
even in time of peace. Their mobility is, of course, accelerated in time of war 
or emergency. Their primary responsibility is discharging their military duty, 
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and time and circumstances under these conditions do not always permit them 
to attend to their personal affairs such as making checks or money orders and 
mailing them in payment of premiums, which under all standard life-insurance 
policies must be paid within 30 days after their due date. It requires little 
imagination to see that more policies would be likely to lapse in these circum- 
stances than under the allotment system whereby the serviceman is relieved 
of this continual responsibility and can rest assured that his insurance protec- 
tion for the benefit of himself and his beneficiaries is secure. 

Moreover, in purchasing his insurance by allotment, the serviceman receives 
the benefit of the 6 percent deduction in premium rates the same as though the 
premiums were paid by an annual cash payment. This is a universal practice 
of insurance companies. Hence, if the allotment privilege is discontinued, the 
cost of the serviceman’s insurance would be increased by 6 percent if he elects 
to pay on the installment rather than an annual basis. 

And finally, most of us being ex-servicemen or familiar with their budgetary 
circumstances, realize that it is not easy to save or set aside cash in hand for 
such seemingly remote obligations as insurance. There are usually more im- 
mediate temptations upon which to spend their money, such as souvenirs, gifts, 
and other attractions, however wholesome or otherwise they may be, and it is 
not uncommon to find themseives insolvent shortly after payday without funds 
to pay insurance or other auxiilary necessaries unti] their next pay. This is 
simply an objective and realistic, not necessarily a critical, observation. 

We believe it incontestable that servicemen, as well as the public at large, can 
make very few better investments of their money than in insurance. We are 
therefore convinced that your subcommittee will agree that it would certainly 
be against public policy to take any action which would discourage sound in- 
surance investments by our servicemen, and we are certain that your subcommit- 
tee does not intend to sanction such action whatever its conclusions and _ ulti- 
mate recommendations may be. 

Concerning the percentages of lapsations, it is noted that 75 percent of the 
Government-sponsored national service life insurance which was in force during 
World War II had been dropped by 1946, after demobilization and the necessary 
discontinuance of allotments by discharged servicemen, despite vigorous public 
relations campaigns and extensions of the insurance by the Government to induce 
the ex-servicemen to continue the incomparable insurance protection offered by 
national service life insurance. This is referred to simply to emphasize the 
tremendous beneficial effect and importance of allotments in avoiding lapsa- 
tions. 

Recommendation 2.—“The subcommittee will recommend that no agent be per- 
mitted to sell insurance unless he has passed a qualification test of at least 1 
year in one of our States.” 

While we have no objection to this recommendation of your subcommittee, we 
wish to point out that under the present requirements of the majority of States, 
including Texas, an applicant for an insurance agent's license must qualify under 
what we believe to be an appropriately rigid examination. We have detailed 
earlier in this statement the requirements for an insurance agent’s license in 
Texas. We believe that an examination as to character, reputation, and ability, 
reflected by prior employment and associates, as required by Texas and other 
States, is more indicative of the agent’s reliability and sincerity than 1 year’s 
experience in selling insurance. 

Recommendation 3.—"“The subcommittee will also recommend that in con- 
tinental United States and the Territories, no Company be permitted to sell in- 
surance on a military reservation located within the confines of these States or 
Territories unless both company and agent are licensed by the insurance depart- 
ment of that State or Territory, regardless of whether or not the military reserva- 
tion is under the exclusive jurisdiction of the Federal Government.” 

No reason is assigned for this recommendation by your subcommittee in its 
press release; consequently we are unable to consider the basis upon which it is 
proposed, and will properly assume that it is based on reasons good and suf- 
ficient for the purposes of your subcommittee. 

However, in the absence of any persuasion to the contrary, we respectfully 
submit that such a recommendation, if carried into effect, would discriminate 
in favor of those companies licensed in those States in which the largest military 
installations are located, despite the fact that most of the military personnel 
stationed therein are from the rest of the 48 States and Territories of the Union. 
This would almost be tantamount to creating a captive field for the local insur- 
ance companies and the larger insurance companies which are licensed in all 
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of the States. Such a proposal would not only discriminate against the companies 
not licensed to do business in the particular State where the military installa- 
tion is located, but would also deprive the serviceman stationed therein of the 
privilege and convenience of purchasing insurance from a home-State company 
or any other company of his choice, if such company is not licensed under the 
laws of the State wherein he has been ordered to serve. 

State licensing would not alter the jurisdictional status of Federal bases and 
would give the local insurance supervisory officials no added authority on such 
bases. 

Multiple State licenses would not add appreciably to the guaranties behind 
life policies. For example, pages 161 to 164 of the subcommittee hearings of 
November 9, December 6, 7, and 8, 1954, name 19 companies doing business 
in Europe at December 1, 1954. Fifteen of those companies have capital and 
surplus to meet the requirements of 46 States and 11 of the companies have 
capital and surplus to meet the requirements of all 48 States. Of the remaining 
companies, 3 were reinsured 100 percent by companies equaling requirements, 
So, 18 of the 19 companies had the backing of capital and surplus equal to the 
requirements of 46 of the 48 States and 14 of the 19, similarly, equal to the 
requirements of all 48 States. 

We therefore feel obliged to oppose this proposed recommendation, and re- 
spectfully request your submittee to reconsider its position in this matter. 

As an added thought, if insurance companies are required to be licensed in 
the State wherein each military installation is located, then it is reasonable to 
contemplate whether the insurance companies alone will be singled out for this 
discriminatory action or whether eventually all nonmilitary activities within 
the installation will be obliged to comply with local laws and licensing regula- 
tions such as those relating to State gasoline taxes, motion pictures on Sunday, 
other blue laws, building permits, retail licenses, fair-trade laws, et cetera. 

Recommendation 4.—‘In addition, the subcommittee will strongly recom- 
mend that as a minimum, any company permitted to sell insurance upon a 
military reservation or to use the allotment system for the payment of premiums 
must contract with the GI policyholder that the terms of its contract will be 
interpreted according to the laws of the State of residence of the GI policy- 
holder.” 

We perceive no insurmountable objection to this recommendation. Some poli- 
cies now being offered to members of the Armed Forces contain the recommended 
provision. We might point out, however, that the provision does place an 
added cost upon the companies in defending litigation outside the State of 
residence of the company, Which will ultimately and necessarily increase the 
cost of the insurance, an undesirable result to both the companies and the 
public. 

In conclusion, we want to express our admiration for the objectives of your 
subcommittee, a purpose which we share in common, and to reiterate our ex- 
pression of appreciation for the opportunity of presenting our views in the 
matter. Our only objections are to what be believed to be misinformation which 
was conveyed to your subcommittee concerning Texas insurance laws and com- 
panies, and to any recommendations which might be based on such misleading 
information, to the disservice of your good subcolumittee, the Armed Forces, 
the public, and our companies. 

We do not attempt to conceal the self-serving interest of our Texas coin- 
panies in this matter, nor do we feel that we should be condemned for it. 
However, we do want to make it abundantly clear, and with the utmost sin- 
cerity, that our primary interest is, has been, and always will be, in the welfare 
of our country and its Armed Forces. No one but a traitor or a fool could feel 
otherwise. 


Mr. Forp. With regard to recommendation No, 2, the subcommit- 
tee will—while we have no objection to this recommendation, we wish 
to point out that under the present requirements of the majority of 
the States, including Texas, an applicant for insurance agent’s li- 
cense must qualify under what we believe to be appropriate rigid 
qualifications. We think those requirements would serve a_ better 
purpose than the so-called year period, 

Now, with reference to recommendation No. 3, that is that they be 
licensed, both the agents and the companies, in all States, I think Mr. 
Pittman’s comment on that was very good. 
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It does discriminate in favor of those States that have large bases. 
It creates a sort of a captive audience in a sense. 

Mr. Héserr. Mr. Ford, in that connection, if I may interrupt, as 
a matter of fact, isn’t the bulk of the military business or the bulk 
of the military installations confined to only a few States in the 
United States! 

Mr. Foro. I can’t answer that. 

Mr. Héperr. Well, if I told you that was a fact, would you say then 
it would also place a burden upon the so-called smaller companies? 
And you are addressing yourself to companies that are already quali- 
fied in ‘Texas. 

Mr. Forp. Yes. 

Mr. Héserr. So that is where, perhaps, the greatest concentration 
of military troops is to be found, in the State of Texas, where you are 
qualified, and the next State I daresay would be California. So you 
would have to qualify in California and—— 

Mr. Hess. Florida. 

Mr. Hezerr. Florida. 

Mr. Hess. And Virginia. 

Mr. Héperr. And probably Virginia. 

So just three other States. 

What great burden would that be? 

I am sure you don’t want to leave the impression with the commit- 
tee that in discussing this recommendation, the small companies which 
are represented by Mr. Pittman would have to qualify in the 48 States 
and the Territories? Asa matter of practice, and a matter of fact, in 
order to write their business, and which I understand the great bulk 
is in the military business, you would only have to qualify in 3 or 4 
States. You wouldn’t be interested in the States where there are no 
military camps. 

Mr. Hess. You certainly wouldn’t want to qualify in Ohio. 

Mr. Héverr. What is your reply to that, Mr. Ford? 

Mr. Forp. Well, whatever you say, Mr. Chairman, I will accept. I 
don’t know. 

Mr. Héserr. Then, you accept it that there would be no hardship 
on the smaller companies ? 

Mr. Forp. I think very definitely there would be a hardship. 

Mr. Heépserr. You said you were going to accept what I say. 

Mr. Forp. No—— 

Mr. Hesert. I want it correct for the record. 

Mr. Forp. On the concentrated bases. 

Mr. Heserr. That is correct. 

Then they would only have to qualify them in 4 or 5 States. 

Mr. Forp. I don’t know. 

Mr. Harpy. If that is the market, would you consider that as a 
tremendous hardship ? 

Mr. Forp. It would certainly be a lot easier than qualifying in 
the 48. 

Mr. Harpy. Oh, well, of course, it would be a lot easier qualifying 
in Texas than in any of them, if you want to put to that basis. 

Mr. Forp. If there are only three concentrated States, I presume 
we could meet it. I don’t know that we could qualify in some of 
those States. ; 
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If we couldn’t qualify, we would still be entitled to write business 
there. There shouldn't be a captive audience, as it were, in a given 
State. 

Mr. Hésert. Nor should the man in uniform be treated differently 
from the civilian because he happens to be in that State at the 
moment. 

Mr. Forp. No. But he can still havea rightto select his company. 

Mr. Heserr. Yes, he still has a right to select his company, but 
the same provisions of protection for civilians should apply also to 
the man in uniform. 

Mr. Forp. He still would have the right to select his company, say, 
if we couldn’t qualify in that State. 

Mr. Heésert. Allright. Continue. 

Mr. Forp. And we are a solvent company under competent regu- 
lations. 

Mr. Hess. You couldn’t stop him from selecting his company, but 
we certainly could stop the Government from making allotments out 
of his pay tothat particular company. 

Mr. Forp. Well, I wasn’t speaking of that, toward that. 

Mr. Suorr. A man can get to the company. Can the company get 
to the man? 

Mr. Forp. Well, that has been a problem occasionally. 

Mr. Suorr. Yes. What company is accessible ¢ 

Mr. Forp. Multiple State license would not add appreciably to the 
guaranties behind life policies. For example, pages 161 to 164 of the 
subcommittee’s hearings of November 9, December 6, 7, and 8, 1954, 
name 19 companies doing business in Europe. 

At December 1, 1954, 15 of those companies have capital and surplus 
to meet the requirements of 46 States and 11 of the companies have 
capital and surplus to meet the requirements of all the 48 States. 

Of the remaining companies, 3 were insured 100 percent by 
companies equaling requirements. So 18 of the 19 companies had the 
backing of the capital and surplus equal to the requirements of 46 
of the 48 States. 

And the 14 of the 19 similarly equal to the requirements of all the 
48 States. 

Mr. Courtney. How do you say, Mr. Ford, that under those circum- 
stances there would be an unreasonable burden on any of these 
companies ¢ 

Mr. Forp. Well, it is the entire burden of trying to meet the quali- 
fications of those States. We can meet most of them. 

Mr. Courtney. The commissioner of Virginia testified yesterday 
that he was the oldest in the business, and that the maximum require- 
ment, financial requirement outside of statements, which I would 
presume your companies would present in the States of charter, was a 
$200 fee for qualifications, plus annual or semiannual statements. 

In these circumstances to which you have made reference, how in 
your opinion would that constitute a burden ? 

Mr. Forp. Well, 1 am citing those figures for the purpose of show- 
ing that the companies that have been doing business in Europe at the 
time that you conducted the hearings could qualify in most of the 
States. 

Mr. Courtney. Of course, you can recognize the fact that the State 
qualification would be wholly inapplicable overseas / 
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Mr. Forp. I don’t know why it would. 3 “ 

1 mean, I am governed by the insurance laws of Fexas, if I write 
the policy in the middle of the Atlantic, and the commissioner 
of Texas has jurisdiction over me as a company. 

Mr. Courtney. I have no further questions. 

Mr. Forp. As an added thought, if insurance companies are re- 
quired to be licensed in States wherein each military installation is 
located, then it would be reasonable to contemplate that other than 
insurance companies alone would be singled out for this discrimina- 
tory action or whether eventually all nonmilitary activities within the 
installation would be obliged to comply with local laws and licensing 
regulations, such as those relating to State gasoline taxes, motion 
pictures on Sunday, blue laws. building permits, fair trade, and so 
forth. 

I think that is a consideration that the committee ought to consider. 

Mr. Héperr. I would like you to elaborate on that. I just don’t 
quite get your point there, Mr. Ford. My 

Mr. Forp. I mean, once you enter into this field of requiring 
licensing at military bases, and so forth and so on, you are going to 
get a lot of local pressure from various things to put licensing pro- 
visions in and restricttons on military bases that wouldn’t ordinarily 
exist. 

Mr. Harpy. We already have that, Mr. Chairman. 

Mr. Forp. No; you do to some extent, but not——— 

Mr. Hesert. I just don’t get it. Perhaps I am a little dull on the 
uptake. But I just can’t get the point you make there. That is why 
I asked you to elaborate there. If I am to try to interpret what you 
are attempting to say, by the same token, doctors are licensed and 
can’t practice in States unless they are licensed. Lawyers can’t prac: 
tice in courts unless they are accepted by the courts in various States. 
I see nothing in conflict with what we are trying to do, aecepting in 
the national public interest on insurance. 

Mr. Forp. The fair-trade laws don’t apply to PX’s, for instance. 

Mr. Héserr. All right. The so-called fair-trade law is a State 
proposition. 

Mr. Forp. Yes. But what I mean is that this sort of thing generates 
a further action or reaction, is all Iam saying. There are blue laws or 
so-called blue laws in States where you can’t show movies, yet vou 
show them at a base. Roan 

Mr. Harpy. My guess is that under present law you could stop 
them in most cases if they saw fit to try to do it, when there is a 
conflict with the State law. You certainly could if there is any con- 
current jurisdiction. \ : 

Mr. Forp. Yes; if there is concurrent jurisdiction, you can. 

Mr. Harpy. And in the situation that exists in most areas where 
there is a combination of concurrent and exclusive jurisdiction on an 
individual post, you have a totally unenforceable and untenable 
situation. 

Mr. Forp. I agree thoroughly. 

Mr. Courtney. Of course, Mr. Ford, in the case of indecent movies 
by the assimulated crime statute, those would be drafted into Federal 
law and could be punished under Federal law. 


1 You recognize that. 

Mr. Forp. I don’t mean bad or indecent movies. T am talking about 
, hs = : 

anything. 
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Mr. Courtney. You spoke of blue laws and licensing. 

Mr. Harpy. I think Mr. Ford would admit that if the theater 
happened to be in an area that is under concurrent jurisdiction, the 
State law would apply if anybody chose to enforce it. 

Mr. Forp. I think you are right. 

Mr. Snort. If you have concurrent jurisdiction. 

Mr. Harpy. That is correct. 

Mr. Forp. That is correct. 

Mr. Harpy. And the joker about it is, on practically every mili- 
tary installation in the State of Virginia there are areas that are 
concurrent and areas which are exclusive, and how in the world any- 
body can tell when they get from one to another is beyond me. 

Mr. Forp. Me, too. I was in service down there. 

Mr. Hésert. And you didn’t know. 

Mr. Harpy. You didn’t know when you were under State jurisdic- 
tion and when you weren't. 

Mr. Foro. I sure didn’t. 

Mr. Hésert. All right; proceed, Mr. Ford. 

Mr. Forp. With regard to recommendation 4, we perceive no insur- 
mountable objections to this recommendation. Some policies now 
being offered to members of the Armed Forces contain the recom- 
mended provision. 

We might point out, however, that the provision places an addi- 
tional cost upon the companies in defending litigation outside the 
State of the company, which will ultimately and necessarily increase 
the cost of the insurance. 

In conclusion, I want to say that our objectives are the same as 
yours, and anyway that we can work with you in reaching a common, 
we will be happy to. 

Mr. Héserr. Thank you very much for your cooperation. 

Mr. Courtney. 

Mr. Courtney. I have a question of Mr. Ford. 

Mr. Ford, on yesterday it was suggested and repeated again this 
morning that the Defense Department might be well advised to take 
advantage of the information and the competence of a board of insur- 
ance commissioners of the various States to pass upon and maintain 
what might be called a master list of qualified companies authorized 
to sell on military reservations, with particular application in this 
instance to overseas bases, and thus leave the commander who at 
the present time is charged with that responsibility—relieve him of 
that duty. What was the position of your companies with reference 
to that proposal ? 

Mr. Forp. Well, in 1951, when this question was up before, the 
Best Insurance Journal published an article and they came up with 
this, that I would like to read to you. 

_ Mr. Courrney. Now, what are you reading from, so we will have 
it from the record ? 

Mr. Forp. 1941—— 

Mr. McLean. 1951. 


Mr. Forp. 1951, Best Insurance Journal. And this was an editorial 
comment: 


To eliminate the evils of military and mail-order insurance, four essentials 
are needed: 


(1) All insurance companies should be under the supervision of an insur- 
ance department; 
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(2) They should be adequately financed ; 
(3) All policies should require minimum safe reserves ; and 
(4) The contracts should contain minimum standard provisions. 

Under these conditions, it would make little difference if policies were sold 
to military personnel without a war clause or through the mail. The policy- 
holder would be protected. It is not necessary to go to Washington to solve 
this military problem. The only real and lasting solution lies with the commis- 
sioners and their various State legislatures. 

Mr. Courrnry. Well, now 

Mr. Forp. I think our company meets the 4—our companies meet 
the 4 recitals by Best. 

Mr. Courtney. In other words, you were in accord with the prin- 
ciple stated in that article, that State regulation can have a salutary 
effect ? 

(Mr. Ford nods.) 

Mr. Courrney. And are you also agreed that States may differ as 
to what is or what is not a minimum or a maximum requirement with 
respect to policies, with respect to deposits, and so on ? 

Mr. Forp. Yes; they are different. 

Mr. Courrnry. Now, in the case of overseas bases, where you are 
dealing with the citizens of all States—captive audiences to which 
you made reference—do you think it is a fair proposition to ask : 
military commander in these circumstances to exercise the functions 
of an insurance commissioner, or would it be better for him to have 
the advice in those areas of a board of competent commissioners from 
these several States upon whose advice and upon whose experience 
and upon whose information he could safely rely ? 

Mr. Forp. I think it would be far better, if there are any abuses, 
for him to report to the Defense Department to take whatever imme- 
diate action he thinks is necessary and to ask the Defense Department 
to check with that State and have the company properly disciplined. 

Mr. Courtney. Of course, one of the troubles with an abuse is that 
it is always after the fact that you get around to doing something 
about the injured person. In this case you are dealing with such 
things as life and death and you are dealing also with soldiers who 
move around and many who are not career personnel. How do you 
say that in these circumstances you would rest the whole responsibility 
for answering a question which a soldier has a proper right to ask 
of his superior: “Is or is not this company in which I am asked to 
purchase a policy a sound and stable organization and can I safely 
rely upon it and am I buying the kind of a contract that I want to 
buy?” Hlow do you say that that is within the competence of a 
military commander ? 

Mr. Forp. The latter part of the question isn’t, but the commander 
can certainly make inquiry about the company. 

Mr. Courtney. Well, of whom would he make inquiry ? 

Mr. Forpv. Make inquiry of the State commissioner. 

Mr. Courtney. Of the what ? 

Mr. Forp. Of the commissioner of the State. 

Mr. Héserr. There is no State commissioner in Europe. 

Mr. Forv. Of the State in which the company is organized to do 
business. 

Mr. Courtney. I have a question further, Mr. Ford. Do you have 
a rate book—any of you men have a rate book in hand ? 

Mr. Forp. Do you have one? 

Mr. McLean. No. 
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Mr. Courtney. I would like to know what the rate is for an ordi- 
nary life policy—there must be a gentleman in the house. 

Mr. Forp. Maybe Mr. McLean can answer it. 

Mr. Courrney. What would be the 15-pay life rate for a boy 19 
years of age per thousand ? 

Mr. McLean. Fifteen-pay for 15-year endowments? 

Mr. Courrney. Fifteen-year pay. 

Mr. McLean. Fifteen-pay, I don’t know. 

Mr. Forp. I certainly don’t. 

Mr. Kuuy. I think Mr. Grayson may be able to answer it. 

Mr. Courrney. The committee here is asked to express an opinion 
on the kind of a contract that a boy of 19 has been solicited for by 
one of the companies on the list that you represent, Mr. Ford. This 
contract on the face of it calls for a premium of $120 per year for 3 
years. The insurance for that period is $1,000. The ultimate in- 
sured sum as expressed on the face of the policy is $4,970. I wish you 
would take a look at this policy. 

Mr. Forp. I am going to have to ask Mr. McLean. 

Mr. Courrney. Would you tell the committee what advice it shall 
give to that 19-year-old boy, on whether or not he is getting value re- 
ceived for his $120 for the $1,000 insurance that he has for the first 3 
years and whether or not he is getting value received for the $4,792 
that he gets at some future date? 

Mr. McLean. The contract has a reduced amount of insurance and 
necessarily an increased amount of savings features or endowment 
features. As the insurance is diminished in any period during the 
term of the contract, a corresponding increase is made in the accumula- 
tions. If the boy wants a contract with savings features—heavy cash 
values or increased cash values—this contract has what 

Mr. Courtney. What is the cash value at the end of the first year ¢ 

Mr. McLean. The value at the end of the first year is nothing. 
I was pondering whether to read this for feature. 

Mr. Courrney. This is for $120. 

Mr. McLean. Yes, sir. 

Mr. Courrney. For which he has had $1,000 insurance. 

Mr. McLean. Yes, sir. 

Mr. Courtney. Now, take the second year. 

Mr. McLean. The cash value here is $56. 

Mr. Courtney. For which he will have paid $240. 

Mr. McLean. Yes, sir. 

Mr. Courtney. Let’s go to the next year. 

Mr, McLean. The third year it is $203. 

Mr. Courrney. For which he will have paid $360. 

Mr. McLean. Yes. 

Mr. Corerney. And all this time he will have had $1,000 insurance. 

Mr. McLean. Yes. 

Mr. Courtney. Now, if you were advising a young man 19 years of 
age, would you consider that that would be a sound investment for 
him? And that is the question which an officer of the United States 
has been asked. 

Mr. McLean. It would be a sound investment for him, sir. It 
would not be wise if he wanted to buy life insurance. 
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Mr. Courrney. That is the only question I wanted to know. 
Thank you very much. 
Mr. McLean. Yes, sir. 
Mr. Courtney. I have no further questions, Mr. Chairman. 
Mr. Hésverr. I understand the witness says it would not be wise. 
Mr. Covrrney. He said it would be a sound investment for him, but 
would not be wise if he wanted to buy life insurance. 
Mr. Heéserr. | think the committee will rest on that. 
Thank you very much, sir. 
Mr. Courrney. Mr. Chairman, I think we will simply conclude 
the committee at this point. 

Mr. Héserr. Does anybody else want to be heard ? 

Mr. Corrman. Mr. Chairman, I would like to be heard, but I 
don’t have a typewritten prepared statement like everyone else has. 

Mr. Héserr. Whom do you represent 

Mr. CorrmMan. I am just one small voice, with American Life In- 
surance Co., Birmingham, Ala. 

Mr. Henerr. We are very happy to hear you. 

Will you identify yourself for the record and for the committee, 
please, sir? 


a 


TESTIMONY OF LESLIE COFFMAN, AMERICAN LIFE INSURANCE 
CO., BIRMINGHAM, ALA. 


Mr. Corrman. My name is Leslie Coffman. I have been in the 
life-insurance business for 9 years, the last 8 of which have been 
exclusively devoted to the military life-insurance field. 

In a small measure I also represent, besides American Life Insur- 
ance Co., Birmingham, Ala., another company called the Mutual 
Savings Life Insurance Co. of Decatur, Ala. These two companies 
are both very fine companies. One, the American Life Insurance 
Co., has been in business for 25 to 27 years. I am not certain as to 
the exact date it was originally formed. And I think Mutual has 
been in business about the same length of time. 

American Life, I am happy to say, is recommended by Alfred M. 
Best, which is more or less considered as the Bible for insurance com- 
panies’ standings or ratings. 

Mutual Savings Life has a very high recommendation in Best’s 
manual, but it isn’t recommended. Towever, the terms are couched 
in such nice terms that you might consider it a very good company. 

Mr, Courtney. Mr. Coffman, may I ask you right” there ? 

Does it or does it not sell on military reservations / 

Mr. CorrmMan. Both of these companies sell on military reservations 
and have for a good number of years. 

Mr. Hess. Overseas ? 

Mr. Corrman. Yes, sir. 

There is a little point of interest I would like to bring out, and I 
would like to, if I may, bring to the attention of this committee, this 
honorable committee, that I am here more or less on a survival basis 
because I have no ax to grind. I am not mad at anybody. I just 
feel that my experience in ‘this business, in most phases, in Europe and 
in the United States, as an agent, having at one time and in one in- 
stance written my first application on a military installation, until 
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this very day where I more or less in some quasi form head up the 
military department for the American Life Insurance Co., I have con- 
sidered myself honorably employed and I would like to lend some 
light and shed some information as to the nature of this whole busi- 
ness. Because I think there are some things that I can possibly help 
this committee with. And again I would like to say that my remarks 
are not aimed at anybody. 

Now, I think it is very important that everybody who is interested 
in doing something about this military business, particularly those 
who want to help “GI Jo,” should bear one fact in mind, because it is 
important, and that is the problems that we have today are a direct 
result and in proportion directly to the vacuum that has been created 
by the reluctance of certain companies, both major and small, who re- 
fuse to write military business. 

This vacuum having been created, companies have stepped in to 
fill the breach and to try and give insurance—I am not going to say 
“give,” I am going to say “sell it” because nobody gives anything—to 
people who are interested in having protection. 

Now, I am proud to say that I as an individual, and my good com- 
pany, American Life Insurance Co.—we brag about how much mili- 
tary business we write, and we don’t write very much. We wish 
that we could write more. 

Mr. Hess. What proportion of your business ts military ? 

Mr. Corrman. Our premium income this past month was $63,000 
by the allotment system. It is not very large. It is not very small. 
But we strated off from scratch. 

I would like to say also that our premium income at this point is 
approximately half of what it was approximately 2 years ago. We 
are having lapses, an unusual number of lapses, which I think is in- 
deed unfortunate because a great many of them are caused by pub- 
licity, unfavorable to some extent, and also innuendoes, that maybe 
they have a bad deal. 

I would like to digress for one second 

Mr. Hess. Just a minute, Mr. Coffman. 

Mr. Corrman. Yes, sir. 

Mr. Hess. Would you mind answering my question? What por- 
tion of your business, of all of your total business, is with the military ? 

Mr. Corrman. It is a very difficult question for me to answer, sir. 
Because I don’t know. But maybe I can give it to you this way. 

Mr. Hess. You say you had $63,000? 

Mr. CorrmMan. Yes, sir. 

Mr. Hess. From allotments. You know what your total premiums 
are, do you not? 

Mr. Corrman. Our total annual premium is $414 million or there- 
abouts. 

Mr. Hess. And $63,000 

Mr. Hé&serr. It can be multiplied out. 

Mr. Corrman. And that would be less than 25 percent military. 

Mr. Héserr. Twenty-five percent of your business. 

Mr. Corrman. Twenty to twenty-five. But we would like to write 
more. 

Now, I don’t want to jumble things up here. 

Let me bring to your attention: You were just comparing a policy, 
with no other idea, I presume, than to get some information to clarify 
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the issue. But let me say for the record that the American Life 
Insurance Co., together with a good many more companies that I know 
of, write policies on the military directly from the rate book at stand- 
ard rates, the monthly premium being one-twelfth of the annual. 

Insurance in itself, generally speaking, the purchase of insurance, 
is an impulsive deal, or impulsive decision, and sometimes a man will 
buy a policy that you have just displayed and sometimes he will buy 
another and sometimes later on, whether he lives or whether he dies, 
the beneficiary or he wished that he had bought another. 

Mr. Courtney. That is the place where counseling comes in and 
whether the qualification of an agent are important, isn’t it? 

Mr. Corrman. It would have a great deal to do with it, Mr. 
Courtney. 

Mr. Hésert. Now, I want to point this out here, Mr. Coffman. 
The policy to which you referred is important at this point: the 
witness testified that 1t was not a wise purchase for insurance and 
yet that boy bought that policy at age 19 for $120 a year, bought an 
insurance policy in his mind. That is what he was buying. He was 
sold on insurance. And yet we have the witness’ testimony from the 
State of Texas today that it was not a wise purchase as far as insur- 
ance is concerned. 

Mr. Corrman. I agree with you. 

Mr. H&sertr. Now, that is just one instance that has come to the 
committee’s attention. 

How many times can that be multiplied, that these youngsters over 
there are being sold what they think is an insurance policy and in 
reality it is only papier mache, if I may use that expression, of an 
insurance policy. In effect, it is not an insurance policy he has really 
bought. 

Mr. CorrmMan. Yes, sir. 

Mr. Héserr. Except for the multicolored decorations of the page 
and the big seal on it. 

Mr. Corrman. Mr. Chairman, may I parenthetically add that, in 
my opinion—and I want to, if you will permit me, compliment the 
Department of Defense on what they have done and what I presume 
that they will do in the future because, in my experience, which runs 
the gamut of this business from finding things almost wide open until 
today, where it is no barracks, it is no orderly room, it is no day room, 
it is no messhall, it is no officer’s club, it is no NCO club, it is no 
insurance—I want to compliment them because I think they have 
done a good job, and I feel sure they will take care of these things 
that have been brought up here. But at the same time I think that 
they could approve policies such as these things that you would ques- 
tion; not everybody would question it, and that is the strange thing 
«bout life insurance. 

Mr. Courrnry. Do you agree, Mr. Coffman, that the suggestion 
made, for example, yesterday, and again repeated this morning, that 
perhaps a board of commissioners of the several States—not any 
1 or 2 or 3 States but a cross section of the States—having in mind 
the facilities of their offices and the availability of actuarial informa- 
tion and financial information and the continuity of this personnel, 
would be in a better position to advise a commander, for example, in 
Europe, and to simply hand a financial statement to the commander 
and say, “Examine it every 2 months and keep current with it”? 
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Mr. Corrman. Mr. Courtney, nobody has brought out in this hearing 
something that I think is very important. Let’s take the good State 
of Alabama. We have military installations in Alabama. We have 
small companies in Alabama and we have large companies in Alabama, 
relatively speaking, in every respect. 

Now, the companies that are domiciled in Alabama are licensed, 
«us we know. Their agents are licensed. It must be given some 
thought, the fact that—we will take at Fort McClellan. An agent 
from a small company licensed in Alabama and licensed himself by 
the State of Alabama can go to Fort McClellan and present his creden- 
tials. Then he should, I believe, be accepted by the commanding 
general or by the second lieutenant, or whoever is the counsel, because 
he has already—his credentials of himself and his company are already 
licensed by the State of Alabama and who can question it from 
there on? 

Now, if he gets to Virginia, that is a different question. 

Mr. Heéserr. That is the point of it. That is exactly the point we 
are trying to make. 

Mr. Corrman. But at the same time 

Mr. Snort. Is this fellow, though, in Alabama, admitted to each 
one of these Army installations ? 

Mr. CorrMan. Is he‘ 

Mr. Suorr. Is he accepted? Does the commanding general throw 
the door wide open to all licensed agents 4 

Mr. CorrMan. No, sir. 

Mr. Suorr. Why shouldn’t they all be treated alike, given equal 
opportunity ¢ 

Mr. Corrman. Why should they not all be treated alike? 

Mr. Suorr. Yes. 

Mr. Corrman. I would like to really go into that, if I understand 
the full intent of your question, sir. Would you repeat it—I mean 
particularly in Alabama ¢ 

Mr. Storr. In any State. Or do one or two favored companies 
receive privileged treatment, favored treatment? They are all 
licensed by the State. I don’t care whether they are big or little. If 
they meet the State requirements and are licensed, why shouldn’t they 
be admitted by a commanding officer of any camp / 

Mr. Corrman. They most certainly should. 

Mr. Suorr. Or fort. But are they? What is your experience ? 

Mr. CorrmMan. There is no general accepted rule. Some agents——- 

Mr. Suorr. Some are accepted and others denied? Anyone apply- 
ing, if he has credentials, is he admitted 7 

Mr. Corrman. I couldn’t answer, generally speaking, sir, and T am 
not trying to dodge the question, because every place is absolutely 
different. 

Can I goon? 

Mr. Hepserr. No. The bells are ringing now. We have to answer 
a rolleall, Mr. Coffman. 

Mr. Corrman. Yes, sir. 

Mr. Henerr. However, in order to get your thoughts before the 
committee, may I suggest that you file a complete statement with the 
committee and it will be put in the record at this particular point, 
where you are testifying, in order that you may get across everything 
that you want to present to the committee. 
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Mr. Suorr. He is making a very good statement. I like it. 

Mr. Corrman. I would like to have, I think, 30 seconds here. 

Mr. Hererr. How is that, sir? 

Mr. Hess. He would like 30 seconds. 

Mr. He&serr. All right. 

Mr. Corrman. Are you indicating that the rest of what I have to 
get across to the members of this committee would have to be in writ- 
ing, or could I have the opportunity of discussing it with you openly 
as I have been doing / 

1}o vou have more time to allot to me ¢ 

Mr. Héserr. No. We are in this situation, through no making of 
our own or making of yours, the House is in session. 

Mr. CorrmMan. Yes, sir. 

Mr. H&érerr. You heard the bells ring. 

Mr. CorrMan. Yes, sir. 

Mr. Héperr. As I explained yesterday—I don’t know whether you 
were here at the opening. 

Mr. Corrman. Yes, sir, I] was here. I heard every word. 

Mr. Heérnerr. When the bells ring, that means we have to go and 
answer a rolleall. And now you are, as the last witness—we have 
heard all the witnesses right on through, who indicated that they 
wanted to testify. 

Mr. Corrman. But I haven’t come anywhere near finishing. 

Mr. Héserr. I know. But let me explain. And under the rules of 
the committee, anybody who wants to testify should file an intent with 
the committee and furnish us with copies of his prepared statement. 

Mr. Corrman. Yes, sir. 

Mr. H&serr. Now, in your case, there was no indication that you did 
desire to testify. 

However, in order to allow you to be heard before we close the hear- 
ings at this time, the Chair permitted you to extemporize to the extent 
you have, and would have allowed you to continue ad infinitum if 
those bells hadn’t rung. 

Mr. Corrman. I sure wish they hadn’t. But you will be back, won’t 
you, Mr. Chairman ? 

Mr. Héserr. No, sir. We end the hearings this morning. That is 
why I want to give you the opportunity, however, of presenting in 
writing everything that you do want to say in order the at it may be 
made part of the record and it would be to the committee's knowledge. 

Mr. CorrmMan. Yes, sir; could I meet with the committee at some 
other time when they aren’t in session to headlight on it 

Mr. Heéperr. I don’t want to be persistent or elementary in my ¢ 
planation to you. However, we operate under certain rules. And in 
open session—the open session is now being held, when I close this 
meeting this morning it will be the end of the hearings on the insurance 
matter. Now, there is nothing else that can be put into the open record 
except the permission which Tam giving you and the suggestion which 
[am making to you, that you do file with the committee your complete 
statement. “Now, the committee is charged with the responsibility of 
now writing a report. 

Mr. CorrMan. Yes, sir; he is offering his help. I could go and 
dictate it. 

Mr. Héserr. I am sure if Mr. Pittman helps you, you will have a 
very fine and persuasive statement. 

(Nostatement filed as of date of printing.) 
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Mr. Prrrman. It will be placed in the record. 

Mr. Suorr. We want to adjourn by tomorrow or at least by Tuesday 
or Wednesday. 

Mr. Héperr. Mr. Pittman knows his way around committees and he 
is very persausive and knows how to obtain information and every- 
thing, so you are in good hands. 

Mr. CorrMan. I will need all the help he can give me. 

Mr. Héserr. Before we do recess, I want to make this one statement 
and one observation to the committee. 

Closing on the matter of the insurance policy which Mr. Courtney 
questioned the witness about, I suggest to the members of the commit- 
tee that this policy—this is an example of what these youngsters are 
confronted with. Following the testimony and exactly what did 
happen on this policy, where the individual testified it was not a wise 
insurance policy, as 1 understand it, what in effect this young man 
bought is what is known in the small loan companies as an insured loan 
for $1,000, where the insurance is at no extra cost to you, so they say, 
and if you die before the $1,000 is paid back, the $1,000 is recovered. 
The only difference is in this instance he insured a thousand-dollar 
loan which he did not get, but eee the money on it. That is what 
appears to me is the case here. He pays $120 and can only earn back, 
if he dies in that year—there is no cash surrender policy. And again 
repeating what the witness said: That he did not buy a wise insurance 
policy but bought an investment. I just wanted to make that 
observation. 


TESTIMONY OF HENRY GLENN—Resumed 


Mr. Guenn. Mr. Chairman, before you adjourn, could I make one 
small statement for the record? It won’t take me more than 30 
seconds. 

Mr. Héperr. Yes, sir. 

Mr. Gtenn. Iam Henry Glenn. I was before the committee repre- 
senting the American Life Convention and Life Insurance Asso- 
ciation of America. 

My remarks at this time are not intended in anyway whatsoever to 
comment upon the testimony here this morning by the representatives 
of the people who have appeared here. 

I would like to clear up one question and that is the impression 
seems to have been left that companies generally do not issue in- 
surance to servicemen without the war clauses. That is not the fact. 
The fact is that they do issue policies currently without any war 
clauses whatsoever. All of those which are incorporated in the con- 
tract during Korean crisis have now been canceled out by voluntary 
action of the companies. 

More than that, I would go further any say that there were very 
few companies in this country who would not issue up to a certain 
amount of insurance on people even going into the Korean crisis 
without a war clause. 

I would like to have that for the record, sir, because the implica- 
tion might well arise that our companies have not been servicing 
where they should service, that is, the members of our Armed Forces. 

Mr. Heépertr. Thank you very much. 

(Whereupon, at 12 07 p. m., the subcommittee adjourned.) 
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APPENDIX A 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington, D. C,, July 28, 1955, 
Mr. Joun J. CourTNEY. 
Special Counsel, Subcommittee for Special Investigations, 
Committee on Armed Services, House of Representatives. 

DeaR Mr. CourtTNEY: Attached is a copy of a policy directive on commercial life 
insurance published by the Headquarters, United States European Command, 
on June 28, 1955. 

This headquarters wishes to thank the subcommittee for pointing out pos- 
sibilities for improving their administrative procedures. 


Sincerely, 
PAUL S. LAWRENCE, 
First Lieutenant, GS, Congrl Inv Div, OCLL 
HEADQUARTERS 
UNITED STATES EUROPEAN COMMAND 

ECJA 
PD 35-1 

Policy Directive No. 35-1 APO 128, US Army 


28 June 1955 
MORALE AND WELFARE 


COMMERCIAL LIFE INSURANCE 


1. Purpose: The purpose of this directive is to prescribe uniform policy and 
procedures governing commercial life insurance solicitation of and transactions 
with personnel of the US Armed Forces within the US European Command (US 
EUCOM), and to prescribe the minimum control which will be exercised by 
commanders in that field. 

2. References: 

a. Department of Defense Directive 1344.1, subj: “Solicitation of Commercial 
Life Insurance on Military Installations”, dated 19 December 1951. 

b. Department of Defense Memorandum, subj: “Solicitation of Commercial 
Life Insurance on Military Installations”, dated 27 May 1953. 

ec. AR 600-101, subj: “Commercial Life Insurance Solicitation’, dated 31 July 
1953. 

d. AFR 34-21, subj: “Commercial Life Insurance Solicitation”, dated 24 August 
1953. 

e. US Navy Regulations, Article 0734, subj: “Dealers, Tradesmen, and Agents”, 
dated 1948. 

1. OPNAV Instruction 5000.1A, subj: “Solicitation of Commercial Life In- 
surance on Military Installations’, dated 1 February 1952. 

g. BUPERS Instruction 1741.4, subj: “Solicitation of Commercial Life In- 
surance Aboard Military Installations”, dated 14 August 1953. 

3. General: It is the policy of US CINCEUR that military and civilian per- 
sonnel of the US Armed Forces in the US CINCEUR area of responsibility be 
afforded an opportunity to obtain proper and legitimate assistance in the purchase 
of commercial life insurance from qualified insurance agents in a manner which 
will not interfere in any way with military or official duties or functions. 
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4 Registration and Recognition of Life Insurance Companies : 

a. No commercial life insurance company may engage in business on military 
installations in the US CINCEUR area of responsibility with personnel of the 
US Armed Forces (other than by mail) without prior approval of US CINCEUR. 

b. Applications by companies to do business in the US CINCEUR area of re- 
sponsibility will be screened and approval granted by a board of officers con- 
sisting of representatives of US CINCEUR, USAFE, NELM, and USAREUR. 

(1) This board will utilize as a minimum that requirement prescribed in 
paragraph 3, AR 600-101, 31 July 1953; paragraph 4e (1), AFR 84-21, 24 
August 1953; or paragraph 3a, BUPERS Instruction 1741.4, 14 August 1953. 

(2) The board may also consider evidence submitted by the three serv- 
ice Commanders concerning the method of operations of any company, its 
general agent, or soliciting agents. 

(3) The board will furnish each service Commander with the prerequisites 
it determines to be necessary for registration of Companies so that informa- 
tion may be furnished any company upon request. 

ce. A clearance will be obtained by companies from the national authorities con- 
cerned to engage in business within their national boundaries. 

d. Nothing in this policy directive will be construed to prevent any service, in 
the US CINCEUR area of responsibility, from taking separate action to refuse 
clearance to a company to solicit in that service’s area. 

5. Responsibilities of Each Company Approved to Engage in Solicitation in the 
US CINCEUR area of Responsibility : Each commercial life insurance company 
will comply with the following stipulations and conditions: 

a. Each company will be represented by not more than one general agent in 
the US CINCEUR area. 

b. Each company will be represented by not more than six soliciting agents 
in the area, nor will any soliciting agent represent more than one company at 
any one time. 

¢. Each company will be fully responsible and accountable for all activities 
of its general agent and soliciting agents. 

d. Each company will make certain that the existence of exclusion or restric- 
tive clauses or provisions of the following nature will be plainly indicated on 
the face of each policy: War Clauses: Geographic Limitations; Aviation Ex- 
clusion Provisions. This may be accomplished by means of a prominent rubber 
stamp imprint. 

e. Each company will clearly indicate on all literature referring to a partici- 
pating policy that any dividends therefrom are estimates and are not guaranteed. 

6. Registration and Clearance of Life Insurance Agents: 

a. No commercial life insurance agent, general or soliciting, may engage in 
business on military installations in the US CINCEUR area of responsibility 
with personnel of the US Armed Forces without prior registration and clear- 
ance by the headquarters of one of the US EUCOM subordinate commands 
(USAFE, NELM, USAREUR, and USFA). Such clearance will be in the form 
shown in inclosure 1 and will only entitle the agent to engage in solicitation of 
members of the military department represented by the headquarters granting 
the clearance, although it will be accepted by the headquarters of other US 
EUCOM subordinate commands as evidence that the agent has complied with 
all the prescribed regulations governing the registration and clearance of agents. 
(All letters of clearance issued prior to the effective date of this directive will 
be considered null and void.) 

b. The agent’s written application for clearance will be accompanied by all 
of the following: 

(1) A valid license to solicit life insurance in a state of the United States, 
the District of Columbia, or Territories of the United States; 

(2) A notarized letter, signed by an authorized official of the company 
which he is to represent, which states that the agent is authorized to solicit 
(or act as general agent) for that company, and further, that the company 
assumes full responsibility for his activities while engaged in such business ; 

(3) A completed personal history statement in the form shown in inclo- 
sure 2; 

(4) A signed certificate in the form shown in inclosure 3: 

(5) Evidence of adequate professional and ethical qualifications to engage 
in the sale and service of life insurance to include a minimum of twelve 
months satisfactory active life insurance solicitation in the United States; 
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(6) A clearance from the national authorities of the country in which 
he desires to solicit. 
Responsibilities of Each General Agent Cleared by a Subordinate Command 
S CINCEUR: The general agent selected by the company as its representa- 


tive will be an individual who is fully qualified, responsible, and acceptable to 
the headquarters to which he applies for clearance. He will be held responsible 
on behalf of the company represented for all activities of the soliciting agents 
or employees of the company engaged in commercial life insurance transactions. 
He and each soliciting agent under his control will adhere to the rules of so- 
licitation outlined in paragraph 8 below under the penalty of banning in the 
US CINCEUR area of responsibility (see paragraph 13 below). 


8. 


a. 


Solicitation : 
Responsibilities of major subordinate commanders: 

(1) To insure that personnel of their commands and all General and 
Soliciting Agents are informed of the rules listed in paragraph b, below. 

(2) To ban any general or soliciting agent who violates these rules or 
who has been banned by another major subordinate command for such 
violation. 

(3) To take appropriate disciplinary action against military personnel 
who violate these rules. 

(4) To report promptly to this headquarters and to each other major 
subordinate commander the name and company of any general or soliciting 
Agent who is banned from their command and the reason therefor. 
Rules: 

(1) A written clearance will be obtained from the local commander of 
the installation or unit prior to making contact with any prospective cus- 
tomer at that installation or unit. The letter of clearance granted the agent 
by a US EUCOM subordinate command headquarters will be examined to 
determine validity prior to the granting of local clearance. The granting 
of such clearance is entirely within the discretion of the local commander 
concerned, and may be withdrawn at any time by that commander. 

(2) Solicitation within military installations in all cases will be limited 
to individual appointments made at the written request of the prospective 
customers, and interviews may be conducted only with permission of the 
local commander. Local commanders are not authorized to grant general 
permission to solicit business in a unit or installation area; they may ap- 
prove only entrance into units or installations (for each specific visit) 
by agents who possess bona fide, written requests for interviews from mem- 
bers of those units or installations. Permission to remain in the area will 
be limited to the time necessary to complete the interviews approved by 
the local commander. 

(3) Solicitation of groups of individuals in any manner is prohibited. 

(4) Interviews will be conducted in such a manner and at such time 
as will not interfere with any military duties, and will include a full ex- 
planation of government sponsored life insurance rights and_ benefits 
pertaining to the individual interviewed. Full explanation will be made 
of any clauses or restrictions contained in the policies offered for sale which 
could be detrimental to the insured or his beneficiary. 

(5) No solicitation of personnel will be permitted during enlistment 
processing or while undergoing individual recruit instruction or training. 

(6) No formations of personnel to facilitate the sale of commercial life 
insurance will be permitted. Commercial life insurance agents will not be 
utilized under any circumstances for talks on insurance or government bene- 
fits, except as required under subparagraph (4) above. 

(7) Representatives of commercial life insurance companies will not offer 
remuneration or gifts of any nature to military or US Departmental civil- 
ian personnel, and military or US Departmental civilian personnel will not 
accept such remuneration or gifts if offered. 

(8) No insurance agent will use or attempt to use for business purposes 
an official identification card or other form of official identification which 
would entitle him to automatic admission to a unit or installation. 

(9) Life insurance agents will leave with the applicant and the unit 
insurance officer written information regarding the policy applied for by 
indicating : 

(a) Name and address of company ; 
(b) Name and address of agent; 
(c) Type of policy; 
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(d) Amount of life insurance; 

(e) Full name of person insured ; 

(f) Premium; 

(g) Death benefit, guaranteed cash value, extended insurance, pure 
endowment (if any), at the end of the first to fifth years, inclusive, and 
the tenth, fifteenth and twentieth years; 

(h) List of all exclusion provisions incorporated in the policy, such 
as war, aviation, etc. 

9. Logistical Support: No life insurance company or its agents will be fur- 
nished any type of logistical support, the use of any facilities, or the right to 
receive, possess, or negotiate military payment certificates. 

10. Insurance counseling: An officer familiar with insurance matters, wherever 
possible, will discuss commercial policies with enlisted military personnel prior 
to their signing allotments initiated to pay premiums thereon. Discussions will 
include the over-all financial obligations of the enlisted military personnel, as 
well as the coverage of the policies in question. 

11. Supervision: To insure adequate supervision over the registration of com- 
mercial life insurance general and soliciting agents and the activities of agents 
subsequent to registration, it is mandatory that each US EUCOM major subor- 
dinate command headquarters assign to the staff section responsible for such 
supervision an officer or civilian experienced in all the technical aspects of life 
insurance. 

12. Reporting: 

a. Local commanders may ban any agent from soliciting life insurance within 
their commands because of violation of pertinent regulations. The local 
commander will notify Headquarters, US EUCOM, APO 128, US Army, 
through channels, setting forth all of the factors upon which his decision to 
ban the agent was based. When it is determined that the agent in question was 
involved in fraudulent or unethical conduct, misrepresentation, or any other 
type of undesirable practice in connection with the solicitation of life insurance, 
not in the best interest of nilitary personnel, the agent may be banned from 
soliciting life insurance on all installations under the control of US CINCEUR. 
A statement of such action will be furnished by this headquarters to the Depart- 
ment of Defense, the agent in question, the company for whom the agent was 
authorized to solicit, and to the insurance commissioner or other comparable 
official of the state in which the company is located. 

b. Reports concerning insurance solicitation abuses, as now required by the 
services, will continue to be rendered as currently prescribed, with information 
copies to Headquarters, US EUCOM. 

13. Applicability : The assignments of responsibility contained herein are applic- 
able under both peace and emergency conditions. 

By command of General Cook: 

CHARLES D. PALMER, 
Major General, US Army, 
Chief of Staff. 
OFFICIAL : 
Hueu J. Socks, 
Colonel, AGC, 
Adjutant General. 
DISTRIBUTION : 
A-B 
3 Incl 
1. Letter of Clearance 
2. Personal History Statement 
3. Certificate 


HEADQUARTERS 


Subject : Commercial Life Insurance Agent—Letter of Clearance. 
To: 


1. Reference: US EUCOM Policy Directive 35-1, subj. “Commercial Life Insur- 
ance”, dated June 1955. 
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2. In accordance with the provisions of paragraph 6 of policy directive cited 


im pereagranh. 1 ebOvVG, MP. ccc es has registered with, and is 
recognized by, this headquarters as a (the) duly authorized agent (general 
DIET GE oo ea ede oe a ee eeces , and, as such, is considered eligible 


(Company) 
to engage in life insurance transactions with military and civilian personnel of 
the US Air Force, Army, and Navy in the US CINCEUR area of responsibility. 

3. Engagement in commercial life insurance solicitation by this individual in 
the US CINCEUR area of responsibility will be in strict conformance with the 
provisions of the policy directive cited in paragraph 1 above, and with imple- 
menting regulations and instructions promulgated by local commanders. 

4. This letter in no way constitutes an indorsement or recommendation of the 
life insurance plans or policies offered by the agent concerned or the company 
represented. 

5. This letter is rescinded (Six months from date of issue), unless sooner 
rescinded or superseded. 

By command of 

WE cin 
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ECJL HEADQUARTERS 

PD 35-1 

Incl 2 APO __ 
PERSONAL HISTORY STATEMENT 

NAME last first middle Social Security Number 

PRESENT ADDRESS street end number City or Postal Address 





Legal or Voting Residence (in United States) Date of Birth (month, day, year) 





Place of Birth (city and State; if barn outside U.S.., name city and country) 














FORMER RESIDENCE ADDRESSES IW U. S. From. To 
i. 
20 
Ze 











[-/ warrrep [ / SINGLE Height Weight Color of Hair Color of Eyes 


UIT DESCRIPTION OF SERVICE 





LIST, IN CHRONOLOGICAL SEQUENCE, EMPLOYMENT FOR PRECEDING FIVE YEARS 
Immediate 





___Ful) Name Business or Home Address _ Occupation __ 


























May inquiry be made of your present and past employers regar- 





ding charecter, qualifications, etce®e ee ee ees eereece 


Are you a citizen of or do you owe allegiance to the United 





Steates?P. sc cceseveceeveeeeeneeoenevneeveeeee © 


Have you ever been discharged, or forced to resign, for mis- 














conduct or unsetisfactory service from any position? . .. . « 





Space for detailed answers or explanation of above: 





I certify that the statements made by me in this statement are true, com 
plete, and correct to the best of my knowledge and belief, and are made in good 
faith. 


SIGNATURE 





Incl 2 
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HEADQUARTERS 


ECJA 
PD 35-1 
Incl 3 
TO cnet 
Date 


CERTIFICATE 


I certify that I have read and fully understand the contents of US EUCOM 
Policy Directive 35-1, subj: “Commercial Life Insurance”, dated June 1955, 
and understand that any violations of or failure to comply with the provisions 
of that directive may result in the revocation of my privilege to solicit com- 
merical life insurance business within the US CINCEUR area of responsibility. 

I further certify that I will engage in the solicitation of commercial life 
insurance to the exclusion of all other commercial enterprises, that I consider 
my life insurance solicitation as a full-time job and will not use it as a vehicle 
to introduce interest on the part of a prospective customer in any other type of 
business. 


(Company ) 





APPENDIx B 


NEw YorK LIFE INSURANCE Co., 
Carmel, Calif. 
Re life insurance on military reservations 
Mr. CHARLES TEAGUE, 
Member of Congress, House Office Building, Washington. 

Dear Mr. TEAGUE: The 4 points on the 2 enclosed pages have just now come 
to my attention. They will be discussed on July 28, 1955, in room 304 of the 
House Office Building at 10 a. m. 

Kindly arrange to have my thoughts, as outlined on the two enclosed pages, 
presented at that discussion meeting. The life insurance solicited and sold on 
military reservations should be of quality and have good dollar values for it is 
of extremely great importance to the military personnel who purchase it. 

Last year I had the proud distinction of having written considerably over one 
million of life insurance, there being only two life underwriters in Monterey 
County with that record. As a result of my experience, and the fact that a 
substantial portion of my business is with military people, I feel that my opinions 
on this subject are of some importance and worthy of consideration. 

Would you kindly send me your response and feelings on this matter and may 


I kindly have results from you on the transactions and feelings expressed in 
the July 28 meeting. 


Very truly yours, 


(Signed) Tom, 
THOMAS E. May, Jr., 
Sales Representative. 
Problem No. 1: The qualification of agents and companies soliciting life-insur- 
ance sales on military reservations 

Argument: The minimum qualifications for agents should be a resident license 
with the State in which the military reservation is located. It is hoped and sug- 
gested that such a requirement would eliminate transient, roving and uncon- 
trollable agents. 

Argument: The minimum qualification for a life-insurance company should be 
a residence license for the State in which the military reservation is located. 
This qualification will tend to standardize life-insurance practices on the military 
reservation with those of the surrounding community. 








5OS8 SALES OF COMMERCIAL LIFE INSURANCE 





Argument: Further qualification of agents may be had by requiring member- 
ship in certain professional organizations such as the National Association of 
Life Underwriters. Membership must be current. There may be reasons why 
such as this provision would be unworkable, but it should be explored. 


Problem No. 2: The minimum requirements for licensing of agents and com- 
panies 

Argument: The minimum and probably the only necessary requirement for the 
licensing of agents is strict adherence to published military regulations. It 
appears that there has been some inequality in the treatment of individual life- 
insurance agents in this respect. Proper and full enforcement of this require- 
ment is a must, but there has been laxity in enforcement so that some insurance 
agents are violators and are known, but not impaired in their operations. 

Argument: The single requirement in licensing life-insurance companies for 
solicitation and sales on military reservations that can do more than any one 
thing to prevent abuses is severe and strict control of each company’s acquisition 
expenses, primarily agent’s commissions. A maximum acquisition expense for- 
mula should be developed, such as the one now required by the New York State 
Insurance Code which rigidly controls companies doing business in that State. 
Another formula could be developed, with the aid and advice of the National 
Association of Insurance Commissioners, for licensing of companies on military 
reservations. Ideally the New York code could be lifted intact and used as is but 
such a procedure would serve to disenfranchise, so to speak, many splendid life 
companies not currently licensed in New York State. It would probably be 
criticized if it prevented companies not doing business in New York State from 
doing military business on reservations. Consequently a new formula is appar- 
ently needed, but it should be extremely strict and severe in order to eliminate 
those companies which are not really quality companies and which are not really 
offering real dollar values to military personnel purchasing life insurance. The 
requirements should closely approach the New York code. Therefore, with this 
regulation, we are guaranteeing that ‘good merchandise is available at reasonable 
prices and eliminate price gouging. Further, there will be a tendency to elimi- 
nate unstable insurance companies and the lower quality agents who represent 
them. 

Argument: The insurance commissioner, or equivalent, of the State in which 
a military reservation is located should have complete disciplinary control 
over agents transacting business in military reservations in that State. This 
provision appears necessary to avoid using ill-equipped military facilities and 
personnel for that purpose. The various State insurance departments are 
prepared and set up to handle this situation, while the military is not. 


Problem No. 3: Use of Government allotments for payments of commercial life- 
insurance premiums 

Argument: The use of allotments for life-insurance premiums should never 
be denied to military personnel. The vast majority must have this privilege 
as a necessity in order to prevent great financial hardship. 

Example: Allotments prevent lapse when a man is missing in action for 
his salary is discontinued and the wife would, without an allotment, be un- 
able to continue insurance premiums at the time life insurance is most greatly 
needed. 

Argument: The allotment privilege need not be in any way disturbed if 
companies are licensed and agents are qualified as outlined previously. The 
curbing of the allotment privilege would merely encourage ways to circumvent 
the regulations, such as a bank allotment to pay premiums. 

Argument: Existing allotments should be preserved in any event, otherwise 
many persons would lapse insurance they need and often at a financial loss. 


Problem No. 4: Whether the requirements for licensing commercial life-insurance 
companies on military reservations should include provisions by policy 
contract for venue and service of process in State of residence of insured 

Argument: No special changes should be required in the policy contract be- 
cause it was sold on a military reservation. Such a requirement would probably 
not be observed by the issuing companies because they may, through poor 
quality agents, be unaware of the fact that application was taken on military 
reservation. The large and substantial insurance companies would, of course, 
observe the regulation, but would it not be better to merely require that the 
contracts conform with the State law where the military reservation is located? 

Argument: Insurance contracts sold on a military reservation should be of 
legal standing in the State where the reservation is located. 
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Argument: There has been controversy for and against Federal control of 
life insurance and insurance in general. The assemblage of the arguments 
indicate that State control, as now, is preferable. Federal control of insurance 
contracts, even on military reservations, is a true and striking beginning of 
true Federal control of insurance and is not in the spirit of State control which 
keeps it close to the insurance buyer. 
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(Company name deleted.) 
(Reproduced for reference.) 


Amount $ Monthly Allotment Premium $___ 





Type of Policy 
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GUARANTEED BENEFITS __ ses iia “ 
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YEAR BENEFIT VALUE _YEARS fin DAYS © _| (END. Poticy ONLY) 
$ $ $ 
, a i ve as ae 
2 
— = ESE =— joy — - Car —_ 
} 
3 = | as -— 
} 
4 
5 | | 
10 ie caliente aeee-egincass bilnonininrgcsiratinemiges 
| | 
IS ——— Bice 2 
| 
20 = ene re 
| 
| i 














This policy is participating and will be eligible for dividends after two years, and any such dividends 
credited to the policy will increase the above guaranteed values. 


WAR CLAUSE 
NO YES 
AVIATION CLAUSE -_ SEE NO._______ON REVERSE 
ee 


YES 
SUBMARINE CLAUSE —_— > SEE NO 3 ON REVERSE 























NAME OF AGENT SIGNATURE OF APPLICANT 





ee 
AOORESS 


WHITE Copy — TO HOME OFFICE 
YELLOW Copy — TO APPLICANT 
° PINK Copy — To INS. OFFICER 





FORM SA-7 











510 SALES OF COMMERCIAL LIFE INSURANCE 


Where applicable, as shown on reverse hereof, the following 
may apply: 


1. PARTIAL AVIATION EXCLUSION PROVISION WILL BE ES- 
SENTIALLY AS FOLLOWS: 


In the event of death as the result of aviation, if the insured 
is a pilot, officer or member of the crew of such aircraft or is 
giving or receiving any kind of training or instruction or 
has any duties aboard such aircraft or requiring descent 
therefrom; the death benefit will be the refund of prem- 
iums with interest. If death occurs while a passenger in 
either a military or commercial aircraft, the death benefit 
will be the sum insured. 





2. AVIATION RIDER WILL BE ESSENTIALLY AS FOLLOWS: 


In the event of death as the result of aviation, except 
as a fare paying passenger in a licensed passenger air- | 
craft operated by a licensed passenger pilot on a regular 

passenger route between definitely established airports, 

the death benefits will be refund of premiums with in- 

terest. 


—_—.- 


3. SUBMARINE RIDER WILL BE ESSENTIALLY AS FOLLOWS: 


In the event of death as the result of submarine service 
the death benefit will be refund of premiums with interest. 





























